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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 


69 Branches in Greater New York 


57 Branches Overseas 





Statement of Condition as of December 31, 1953 





ASSETS 
Cash, Gold and Due from Banks $1,484,190,123 
United States Government Obligations 1,539,876,061 
Obligations of Other Federal Agencies........ 16,714,882 
State and Municipal Securities.............. 463,780,518 
Other Securities ning, Krtaphghé seec casa BPs, ga ee end avo ats 87,986,399 
Loans and Discounts. 2,368,582 ,461 
Real Estate Loans and Securities............ 294,007 
Customers’ Liability for Acceptances......... 28,222,379 
Stock in Federal Reserve Bank.............. 9,600,000 

Ownership of International Banking 
Corporation 7,000,000 
Bank Premises _ 32,881,838 
Items in Transit with Branches 5,631,898 
Other Assets. . Peeseens 4.261.105 
$6,049,021,671 

LIABILITIES 
Deposits........ Dee eee eeeeee-. $5,538,214,433 
Liability on Acceptances and Bills. .$52,873,952 

Less: Own Acceptances in Port- 
folio... . 22,358,030 30,515,922 
Due to Foreign Central Banks 16,897,800 


(In Foreign Currencies 


Reserves for: 
Unearned Discount and Other Unearned 


Capital 
7,500,000 Shares 
Surplus. ... 170,000,000 


Undivided Profits. . 72,966,329 392,966,329 


$6.049,021.671 


Figures of Overseas Branches are as of December 23. 
$352,.723,093 of United States Government Obligations and $17,827,600 of 
other assets are pledged to secure Public and Trust Deposits and for other 

purposes required or permitted by law. 


Member Federal Deposit Insurance Corporation) 





Affiliate of The National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $31,789,641 





We shall be glad to send a complete copy of the 1953 ‘‘Repcrt to Shareholders” 
of THE NATIONAL CITY BANK OF NEW YORK and CITY BANK FARMERS 
TRUST COMPANY to anyone who requests it. 
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The LAS booklet, ‘‘How to Pre- 
pare for the C. P. A. Examina- 
tion,” 1s available upon request. 
Address your card or letter to the 
Secretary, LAS... 


How to prepare for 


the CPA Examination 


IAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


@ The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, or (4) how to decide quick/y on proper 
terminology. 

@ The IAS-CPA Coaching Course has been designed 
for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 


@ The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
discussions of authoritative opinions. 


@ Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to “brush up”’ on specific accounting sub- 
jects, at no additional cost. 


e 
INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Canretpondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 








NOTICE 


POSITION FOR FISCAL OFFICER 


for the TOWN of FAIRFIELD, CONN. 


is now open 
a 
Applicant must be a certified public 
accountant, experienced in municipal 
accounting and budgetary work. 


Employment to start April 1, 1954. 


Form for application may be obtained 
at the Finance Office, Town Hall, 611 
Old Post Road, Fairfield, Conn. 


TOWN OF FAIRFIELD 
BOARD OF SELECTMEN 























Is. dep reciation 


“anybody’s guess?” 


@ Depreciation is an 
important and measur- 
able element in deter- 
mining costs, profits, 
and taxes. Through 
property analyses and 
remaining life studies, 
the factor of variance 
in*measuring deprecia- 
tion may be reduced 


to a narrow fange. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 
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You find Fridens everywhere in business. Because 
the Friden performs more steps in figure-work with- 
out operator decisions than any other calculating 
machine. Each automatic Friden decision reduces 
business overhead costs by saving human time. It’s 
likely your business can’t afford NoT to own a Friden. 
See what you think when you see the Friden figure- 
think. Call in your nearby Friden Man and watch a 
demonstration! Friden sales, instruction and service 
available throughout the U.S. and the world. FRIDEN 
CALCULATING MACHINE CO., INC., San Leandro, Calif. 


Your competition 


is cutting costs 


with Kride A figure-thinking 


IT TAKES WORK 
OUT OF ALL BUSINESS 
FIGURE -WORK 








THE THINKING MACHINE 


Sumber Dealow 


. use the fully automatic Friden 


AND SAWMILL OPERATORS ... find 
it pr. able to mechanize more and 
more of their figure-work with the fully 
automatic Friden Calculator. The Friden 
short-cuts figuring on tally sheets, space 
estimates, conversion computations, in- 
voicing — ALL lumber figure-work. Pays 
back its cost quickly in time-savings! 


... take inventory a cost-cutting, more 
accurate way on the fully automatic 
Friden Calculator. Quantities and prices 
are entered directly into the machine, 
eliminating writing, main office tabulat- 
ing, extending and checking of inventory 
sheets. The Friden is highly adaptable 
to specialized figuring needs! 


Calculator to insure accuracy and save 
time (often 50%!) in figuring commis- 
sions, premiums, prorata and short rate 
cancellations, endorsements, ALL figure- 
work. The Friden works so automatically 
no special operator training is needed! 

© Friden Calculating Machine Co., Inc. 





RESEARCH ON FOUNDATIONS 


Editors, THE CONTROLLER: 

I read the letter by Paul A. Wilks in the 
August 1953 issue, regarding the estab- 
lishment of a foundation by a corporation 
for handling charitable contributions. 

I am now secretary-treasurer of South- 
west Research Institute and Southwest 
Foundation for Research and Education, 
both tax-exempt institutions located in San 
Antonio, Texas, and have been studying 
the subject of tax-exempt foundations. I 
believe I can add to the list of source 
material which the editors of THE Con- 
TROLLER listed in the August issue in con- 
nection with Mr. Wilks’ letter. 

The Income Tax Regulations regarding 
tax-exempt institutions in which most 
foundations fall are as follows: 


29.101, 29.421 through 29.424, 29.- 
3813, 29.3814. 


Amplification of each of these sections 
of the code can be found, of course, in any 
of the regularly published tax services, 
such as Commerce Clearing Hcuse, Pren- 
tice-Hall, and Research Institute of 
America. 

J. K. Lasser’s ‘Handbook of Tax 
Techniques” published by Prentice-Hall 
has some excellent sections on this prob- 
lem, including discussions on the han- 
dling of contributions and a copy of the 
Articles of Incorporation of the Ford 
Foundation. In addition, there is an excel- 
lent bibliography. 

New York University held a Tax Forum 
in April 1953 at which tax-exempt organi- 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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zations were discussed. We did not attend 
the forum, but it is possible that a tran- 
script of that meeting might furnish some 
valuable information. 

Incidentally, there is a very interesting 
presentation of a tax benefit possible for 
those who work for charitable foundations 
published in the Research Institute of 
America’s ‘“Taxation Rey:ost,” dated June 
4, 1953. 

It would be very een to read the 
committee report of the Senate Finance 
Committee, August 20, 1950, on HR 
8920 Revenue Bill of 1950. There was a 
material change in the tax laws made at 
that time and on page 26, et seq. the think- 
ing of the legislators is pretty well set out. 
However, to my knowledge, there hasn't 
been any real resolution of some of the 
problems that arise under the regulations 
which were changed by this bill. 


EDWARD J. GESICK 
Secretary-treasurer 
Southwest Research Institute 
San Antonio, Texas 


A FRENCH OBSERVATION 


Editors, THE CONTROLLER: 


The readers of your magazine might en- 
joy sharing this letter sent to me by the 
team leader of the Budgetary Control and 
Cost Accounting Study Group from 
France to whom Mr. P. Gallagher spoke 
on November 12. 


EDWARD C. HUNT 
Controller 
The Hanover Bank 
New York 


Dear Mr. Hunt: 

I want to thank you again, on behalf of 
our Team, for the highly interesting expose 
you were kind enough to give us last Thurs- 
day, as well as for your willingness to an- 
swef our many questions. 

We were all very impressed by the im- 
portance of the part the controller has to 
play in the American society, and we fully 
realize the contribution of Controllers Insti- 
tute for promoting this role. 

Kindly extend to Mr. P. Gallagher our 
deep appreciation for his remarkable talk 
on the organization of his firm. 

Our visit with you was extremely profit- 
able and we feel that the information we 
gathered will be of great value to us both 
during our trip in the States and after our 
return to France. 


HENRI LORAIN 
Team Leader 


“CON” & “COMP” AGAIN 


Editors, THE CONTROLLER: 

I fully agree with the views of Mr. She- 
rer on the subject of ‘‘controller’’ vs 
‘comptroller’ as given on page 224 of the 
May issue of THE CONTROLLER. 

The word “‘control’”’ has such a wide use 
outside of the accounting sphere, e.g., 
self control, the controls of aircraft, tanks, 
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Here is a simple answer to your 
search for an expert, all-around 
bookkeeper. It’s a Burroughs Sensi- 
matic. This automatic accounting 
machine is so easy to use. . . so fast 
on every accounting job... that 
your bookkeeper will have the time 
and the means to do expert work on 
all your records. 


The secret of this unsurpassed versa- 
tility is the Sensimatic’s exclusive 
sensing panel that accurately guides 
the machine through any combina- 
tion of accounting operations. To 
change the job, just turn a knob. 


just 


gives you that expert you couldn’t find 
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a month 


It’s also a built-in guarantee against 
obsolescence. When your system or 
requirements change, just change 
sensing panels, not the machine; 
it’s as simple as that. 


All the benefits of this superb 
accounting tool are yours for only 
$17.41* a month! 


Here is the way to find out definitely 
how quick, easy and economical it 
is to apply complete Sensimatic 
accounting to your business: just 
call your nearest Burroughs branch 
office or write to Burroughs Corpo- 
ration, Detroit 32, Michigan. 


* Using average depreciation rates 





ONE 
SENSIMATIC 


handles all 
these jobs 





COST RECORDS « INVENTORY CONTROL 
ACCOUNTS RECEIVABLE « ACCOUNTS PAYABLE 
GOVERNMENTAL REPORTS + PAYROLL 








Burroughs Sensimatic 


Accounting Machines 


Wherever There’s Business There’s 




























by Wayland S. Bowser 


by W. I. McNeill 





automobiles, etc., that it seems a pity to 
use the word “controller” when it is quite 
evident that by using “‘comptroller’’ a defi- 
nite link with accounting is established. 

If the definition given by the Standard 
Dictionary Unabridged states ‘‘comptrol- 
ler” to be a spelling originating in a false 
derivation of ‘‘compt” then if we must be 
purists, their definition of ‘controller’ 
would perhaps indicate that we should 
call ourselves ‘‘counter-rollers.”’ 

Please record my vote for the spelling 
“comptroller.” I am happy to sign myself, 


W. E. S. HEATH 
Comptroller 

Fabrica Argentina de 
Alpargatas 

Buenos Aires, S.A. 


MAINLINE MEMO 


Editors, THE CONTROLLER: 

We were very impressed with the ‘Ten 
Commandments for Good Bosses’’ which 
accompanied the John A. Spencer article, 
“Good Bosses: Key to Good Employe Re- 
lations,’ in the November 1952 issue of 
THE CONTROLLER. 

With your permission, we would very 
much like to reproduce these ‘Ten Com- 
mandments” in the Mainline Management 
Memo—our supervisory house organ 
which is distributed at no charge to our 
1300 management personnel. We will be 


THE CONTROLLER 


Forthcoming Features 


IN THE CONTROLLER 


te INTEGRATION OF PAY ROLL POLICIES 
je PROFITS THROUGH AUDITING POLICIES 


%& CONTROLLERSHIP ASPECTS 
OF FOREIGN OPERATIONS 


a digest of three papers presented at the 
1953 Annual Meeting of Controllers Institute 


< 





pleased to send you a copy after printing. 
The usual credit line will be printed with 
the “Commandments,” of course. 


J. J. Haves 

Staff Superintendent 
Management Training Section 
Education & Training Dept. 
United Air Lines 

Chicago 


“AN OUTSTANDING ARTICLE” 


Editors, THE CONTROLLER: 

May I once again prevail upon you for 
copyright permission to reproduce the ar- 
ticle by James L. Peirce, ““Controllership 
and Accounting: A Contrast,” which ap- 
peared in the September 1953 issue of 
your magazine ? 

As you perhaps will recall, I compiled 
for publication and distribution to the 
students at the Bentley School of Account- 
ing a collection of readings dealing with 
accounting (August 1950), in an attempt 
to develop a wider scope of viewpoints 
and authoritative opinions for their chosen 
profession. This collection of readings 
was highly successful as a literary venture, 
and I am quite pleased to remember the 
enthusiasm and cooperation which your 
staff extended to me at that time. 

The collection is now being readied for 
a reprinting and, as is quite natural, there 
are various articles of recent date which I 
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am desirous of adding to the list. Mr. 
Peirce’s article is particularly significant 
clarifying as it does many of the notions 
regarding the respective functions of the 
controller and the accountant. You may 
rest assured that your publication will re- 
ceive my most grateful public acknowl- 
edgement for this permission to reprint an 
outstanding article. 


JAMES J. KIELY 

Head, Department of English 

Bentley School of Accounting and Finance 
Boston, Mass. 


COLLEGE USE OF THE CONTROLLER 


Editors, THE CONTROLLER: 

I am in the process of writing a manu- 
script on ‘Essentials of Industrial Manage- 
ment,’ to be published by McGraw-Hill 
Book Company, Inc., New York. This is 
a college text. In my chapter on ‘'Co- 
ordinating the Enterprise,” I would like 
very much to secure your permission for 
the use of some material taken from THE 
CONTROLLER both for its excellent con- 
tent and reader interest. 

I have made an abridgement or conden- 
sation of an entire article taken from your 
magazine and am herewith submitting a 
carbon copy of same for your inspection. 
Full credit will be given to the author of 
the article and also to the magazine. 


LAWRENCE L. BETHEL 
Director, New Haven College 
New Haven, Conn. 


The article condensed by Mr. Bethel is 
The Place of the Controller in Management 
Planning and Control” by T. F. Bradshaw 
and John V. van Pelt Ill in the October 
1952 issue of THE CONTROLLER. 

—The Editors 





STATISTICAL CONTROLS 
and 
SAMPLING PLANS 


for 


THE OFFICE 


@ Send for folder on reducing 
clerical costs and improving 


managerial controls. 


ALEX L. HART ASSOCIATES 
35 Wall St. New York 5, N. Y. 
Whitehall 4-5896 














Direct action gives instant answers. 
Increases operator productivity, 
requires less time and effort. 
Three-way control prevents errors— 
signals operator by sight, sound, 
and touch. Call the Comptometer 


representative for details. 
COMPTOMETER ADDING- 
CALCULATING MACHINES are made 
only by Felt & Tarrant 
Manufacturing Co., and sold 
exclusively by its Comptometer 

Division, 1734 North Paulina Street, 

Chicago 22, Illinois. Offices in principal 

U. S. cities and throughout the world. 


Electric and non-electric models 


COMPTOMETER 





Memo: to the Controller 


1954 is a crucial year for you and your company— 
a year of adjustment that will require new tax, fi- 
nancing and payroll policies to protect profits and 
assets against the dangers of higher costs, tighter 
money and more difficult business conditions. 

















r 
I 
I 
' 
| 
! 
t 
t 
I 
I 
! 
I 
i 


Re ices Slay Gey tam cam emp een eaih be otk cne cue Ges ton a 


56 


i TO BUILD BUSINESS AND PERSONAL AS- 
SETS AND ASSURE CASH AND FINANCING 


[1] Tax Planning for Foundations 
and Charitable Giving 


By William J. Casey and J. K. Lasser 


This study shows how to give to charity and still protect 
one’s family. Includes specific “how-to” guidance on de- 
velopment of life incomes and annuities with charities, in- 
creasing current cash by charitable gifts of property, set- 
ting sound policy for corporate and personal giving. $12.50 


[2 Tax Shelter in Business 
By William J. Casey and J. K. Lasser 


This timely new research study spells out the tax-moti- 
vated policies and strategies used to build capital values in 
business today. It is documented with real life cases to 
show how business leaders protect earnings, build assets 
and cash by tax-sheltered financing, insurance, advertising, 
research, mergers, losses, capital gain plays, lease-back 
and other moves. $12.50 


[3 | How to Raise Cash and Influence 
Bankers sy arthur Richtand 


Shows comparative tax and business advantages of 15 ma- 
jor sources for raising cash for business needs. Shows how 
to get it, what it costs, tax savings under different methods, 
new sources for money today not generally known. $12.50 


™ MAIL COUPON TODAY FOR i0 DAYS FREE EXAMINATION ™“™ 


BUSINESS REPORTS, INC. _ Dept. C-3, Roslyn, N. Y. 


Please send me the Study(s) checked for free examination. I 
understand that I can return the Study(s) within 10 days with- 
out obligation, or remit payment, plus shipping charges, for any 
I wish to keep 


Address 


NOTE: By circling 7 (J. K. Lasser Reports on Taxes), you 
benefit from the subscriber’s price of only $10.00 each for the 
Studies, a saving of 20%. Same return privileges. 

(1) SAVE SHIPPING CHARGES. 

Check here if you enclose payment now. Same refund privileges. 


Now Available for AAR EWINEN ON 


You are invited to see any of these authoritative 
Studies which provide money-making answers to the 
outstanding problems faced by the responsible con- 
troller today. They will be sent to you without obli- 
gation. Mail your coupon today. 


S. R. Hurt FOR BUSINESS REPORTS, INC. 








js TO CONTROL PAYROLL COSTS FOR 1954 
AND ATTRACT TOP EXECUTIVES AT LOW- 
EST COST 


[4] Pay Almanac: 1954 
By W. J. Casey, J. K. Lasser and Walter Lord 


For the first time—as you face the mounting pressures on 
costs and profits that 1954 will bring—three leading pay- 
roll, tax and business authorities have placed at your fin- 
gertips for immediate use (1) all the latest trail-blazing 
ideas in compensating personnel; (2) the latest comparative 
pay data for every type of employee in various jobs and 
localities, and (3) a specific approach to 1954’s payroll 
problems. The PAY ALMANAC will be your most valu- 
able single tool—now and in the year ahead—for checkin 

mounting payroll costs, improving efficiency, security an 

incentive at every employee and executive level. Includes 
money-saving ideas on Bonuses, Profit-Sharing, Employee 
Savings, Deferred Pay, Pension Planning, Insurance Bene- 
fits, Health & Welfare, Vacations, Expense Arrangements 
and other benefits and compensation methods. $12.50 


Executive Pay Plans sy casey & Lasser 


A widely successful work detailing new techniques devel- 
oped by major companies to reward executives through 
stock options—deferred pay and pension arrangements— 
family maintenance—expense arrangements—and other ex- 
ecutive benefits. Shows how executives can be aided to 
build capital and an estate, provide family security—while 
receiving incentives to stay and perform on the job. $12.50 


[6 | Pay Contracts with Key Men 
By W. J. Casey and V. Henry Rothschild Il 


This entirely new and unique manual gives the actual text 
of plans, agreements and clauses used by 100 companies in 
setting up arrangements to compensate key executives. In- 
cluded are 188 specific plans covering 40 separate indus- 
tries. They range from stock options to flexible pay ar- 
rangements geared to long-term inflation. $12.50 


gas- NOW PROFIT FROM THE MOST SWEEPING 
TAX CHANGES IN 12 YEARS 


J. K. Lasser Reports on Taxes* 


Few businessmen realize how far reaching will be Eisenhow- 
er’s tax changes, how great the opportunities for foresighted 
savings. However, in most cases, to get the full benefit, you 
will have to adjust your business commitments, corporate and 
personal arrangements, and investment policy far in advance. 
Over 18,000 leading executives are now profiting from J. K. 
LASSER REPORTS ON TAXES. It brings you a stream of 
timely suggestions for savings in handling wages and salaries 
—sales—inventories—profits and dividends—overhead—financ- 
ing—stocks, insurance, real estate and other investments—per- 
sonal income—wills and gifts. $15 a year—24 issues 


* Report subscribers receive a special discount of 20% on all $12.50 
Studies above. 



























Beginning the Second Hundred 

The announcement in this issue of the appointment of 
Harry F. Harrington as president of The Boatman’s Na- 
tional Bank of St. Louis prompted a check to determine how 
many other controllers have become corporate presidents. 
The figure stands, at this writing, at ror. 

Two years ago Controllers Institute of America published 
a booklet entitled ‘Careers in Management Accounting and 
Control” in which it listed corporate controllers who have 
become company presidents. The total was 81 at that time. 

We are pleased at the recognition given Mr. Harrington, 
a past national director and vice president of Controllers In- 
stitute, and likewise take pride in the many others who have 
previously moved to the presidency from the controllership 
ranks. They include, to mention only a few recent announce- 
ments that come to mind: 


Walter B. Gerould, now president of A. G. Spalding & 
Bros. Inc., Chicopee, Mass.; Fred R. Sullivan, now president 
of Monroe Calculating Machine Company, Orange, N. J.; 
A. J. Blasco, now president of Interstate Securities Com- 
pany, Kansas City, Missouri; Howard J. Lang, president of 
National Steel Car Corporation, Ltd., Hamilton, Ontario; 
Howard E. Riordan, president of Sylvania Electric of Puerto 
Rico, Inc., Santurce, P. R.; J. L. McKee, president of Allied 
Laboratories, Inc., Kansas City; and W. W. McCallum, 
now president of John Morrell & Company, Chicago, IIli- 
nois. 


Can You Read? 


That short but challenging question—can you read?— 
caught our eye in a recent issue of the Clarkson Letter, pub- 
lished by Clarkson College of Technology, Potsdam, N. Y. 
The article, based on material previously published in Man- 
agement Methods, considered the case of a 39-year-old 
Harvard Business School graduate who had been named 
executive vice president of a multi-million dollar company. 

‘My 15-year-old daughter,” he reported, ‘‘was getting 
poor grades and a reading improvement course was recom- 
mended. We arranged for an early evening enrollment at the 
local high school, and, since I had to drive her there anyway, 
I took the course myself. It was nothing more than a gesture 
since I’ma heavy reader and, I had always believed, a fast one. 
I'm surprised to be able to report that my own reading speed, 
after one month, was increased almost 50%! More impor- 
tant, tests have proved that my comprehension of what I am 
reading has also gone up, although not so spectacularly.” 


The item in the Clarkson Letter then emphasizes that it is 
important to understand that reading speed is not a measure 
of inteliigence but rather a skill. Reading “‘form’’ is just as 
important as it is in golf, tennis or swimming, the article 
continues, pointing out that “if you have acquired poor 
habits, you can’t hope to realize your own potential abilities. 

. . » Most people read at only 20% of their capacity.” 
According to one study of executive reading habits, an av- 
erage of four to four and one-half hours a day are spent by 
executives in reading. 

Mutual Life Insurance Company of New York recently 
introduced a reading course for supervisory and executive 
personnel. After two months, 50 employes who had com- 
pleted the course, revealed a reading speed for the group 
that had risen from about 275 words a minute to 420 words 
a minute. Several students were absorbing as many as 800 
words in 60 seconds. 

In checking back over its experience, Mutual found that 
one of its classes of ten students was able to complete the 
course with an average of 525 w.p.m. with comprehension 
of about 72 per cent. Its comprehension score, as an average 
for all groups trained, was between 69 and 70 per cent at 
the beginning of training. This was increased to an average 
of 76 per cent at the end of training and has subsequently 
increased to 79 per cent on a test conducted to determine 
permanence of training. 

To improve reading ability, follow these suggestions as 
outlined by Management Methods; 


1. Read phrases, not words or letters. Strive to increase the 
number of words you see at one glance. 

. Look at the beginning of words. From the stand point of 

comprehending what you read, suffixes are often unim- 

portant. For example, in most types of general reading, 

the word understand will make as much sense to you as 

the word understanding. 

Make a conscious effort to keep your eyes looking from 

left to right. That habit prevents regression, saves time, 

speeds reading. 

4. Push yourself to catch the meaning. Make an effort to 

understand it the first time you read it. 

Keep your head still. The eyes don’t see when they are in 

motion. 

6. Keep your lips and tongue still. Talking to yourself slows 

up speed. 


No 


Wo 
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$30 Million Just to Draft Budget 

Recently a Defense Department survey showed that it 
cost about $30 million just to figure out how many billions 
the military should spend next year. 

The department estimated that some 12 million man- 
hours went into drawing up the fiscal 1955 military budget. 
Figured conservatively, the hourly wage of the people work- 
ing on the budget was $2.50. That $30 million total is about 
the equivalent of what the entire federal government spent 
annually back in the 1840's. —PAUL HAASE 
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Other things being ecwual, the best 
accounting report is the one that gets there first. 


This is where IBM Accounting excels— 

cutting hours, days, and even weeks from the time 
needed to report business facts. The various 

IBM machines that accomplish this incorporate many 


of the most advanced electronic techniques. 


Have you considered the very genuine 
advantages of having these machines report 


to you—on a regular, daily basis? 
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and the Controller 


Arch Patton 


D AVID SARNOFF, chairman of the Board 
of the Radio Corporation of America, 
was quoted by Time Magazine recently as 
having said, “You can’t compete for ex- 
ecutive talent today without a compensa- 
tion gimmick.” 

Behind this “gimmick” approach to 
executive compensation is the 40-year-old 
graduated income tax, and the steadily in- 
creasing inroads it has made in the spend- 
ing power of the individual executive. But 
it took the huge tax increases occasioned 
by World War II, and the subsequent 
Korean War, to drive home the impor- 
tance of the tax factor as an element in 
determining executive compensation. 

The use of what Mr. Sarnoff calls “gim- 
micks” to help solve executive compensa- 
tion problems has grown enormously pop- 
ular in the last few years. These gimmicks 
range all the way from stock options to 
profit-sharing trusts, contingent deferred 
compensation, and the like. It is a fair 
guess that few company directors have sat 
through the last dozen-odd directors’ 
meetings without hearing one or more of 
these gimmicks actively discussed. 

Indeed, it seems to me that concentra- 
tion on the tax aspects of executive com- 
pensation has carried to the point of be- 
ing just a little ridiculous—if not danger- 
ous. For example, a recent article in a 
leading business magazine by two widely 
known tax men was entitled “Meeting 
the Six Goals of Executive Compensa- 
tion.”! Believe it or not, each of these 
six goals of compensation involved some 
device for beating the income tax. 

The article neglected to mention the 
“goal” of compensation as a reward for 
unusual contribution to the profits of the 
employing oe: It neglected to men- 
tion the goal of compensation as a meas- 
ure of responsibility assumed. It neglected 
to mention that even gimmicks are basi- 
cally rewards, and a reward presupposes 
some contribution on the part of the indi- 
vidual recipient. Yet many of these gim- 
micks—like the profit-sharing trust—in- 
clude everybody po a certain income or 


*See page 84 of this issue. 
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position level whether or not they make 
an important contribution to the company 
profits. 

I sometimes wonder if management's 
growing preoccupation with the gimmick 
aspects of compensation may not be 
breeding, in some executive quarters, the 
something-for-nothing attitude that is 
more frequently associated with the New 
Deal than with industrial management. 

Some of you may have read a Saturday 
Evening Post article some months ago en- 
titled ‘Fat Cats Don’t Win Pennants.” 
It told the story of the Detroit Tigers who 
came within one day of winning the 
American League pennant in 1951—only 
to drop into last place the following year. 

In explaining this reverse-English mira- 
cle, Spike Briggs, whose family owns the 
Tigers, said, “The players didn’t break 
their necks trying to win, because they 
felt their jobs were safe. They just weren't 
hungry enough.” 

In other words, the soft life the De- 
troit Tigers led in earlier years dehydrated 
their fighting spirit—their will to win. 

These professional athletes relaxed in 
an atmosphere of luxury; the luxury of 
not needing to win. And what greater 
luxury can management enjoy than the 
boom through which industry has passed 
during the past decade? 

For executives, like ballplayers, can also 






have it too soft. Executives can come to 
feel so secure that the need for relentless 
competitive activity may be lost, or ob- 
scured. 

The current concentration on gimmicks 
—the so-called security devices which 
usually defer income until after retire- 
ment—may provide just the right atmos- 
phere of luxury to hasten the softening-up 
process for some executives. It is worth 
bearing in mind that the profit-sharing 
trust, deferred contingent compensation, 
and the like don’t require any special con- 
tribution on the part of the individual 
executive, except past contribution. The 
individual executive just has to be around 
long enough to get on the team. 

And years of service, as you are all 
well aware, is no proof of the ability of an 
executive to contribute to the growth of 
an enterprise. 

Today’s executive compensation prob- 
lems must, of course, be considered in 
terms of their historic background. High 
taxes have seriously reduced industry's 
ability to provide incentive for its execu- 
tive group. An executive who was paid 
$25,000 in 1939 must receive $85,000 
today simply to break even as a result of 
increased living costs and taxes. On the 
other hand, a period of booming business 
such as we have been enjoying for a dec- 
ade, requires no great executive talent to 
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development of effective yardsticks for measuring executive 
compensation. He directed the first American Management 
Association survey on executive compensation and has de- 
veloped incentive compensation programs for some of the 
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show a profit. And the longer the boom 
lasts, the more difficult it becomes to dis- 
tinguish a really capable executive from 
the reasonable facsimile thereof, whose 
weaknesses will become all too evident 
when the going gets rough. 

The great danger involved in the use 
of the various gimmicks that Mr. Sarnoff 
refers to is that top management may be 
diverted from the really fundamental 
problems of selection, training, and moti- 
vation of the executive group. In other 
words, top executives may take these 
things for granted and concentrate on the 
development of compensation devices that 
will provide only temporary relief for the 
long-suffering executive pocketbook. 

Profits put into profit-sharing trusts, de- 
ferred compensation and the like never 
built a new company—or a new industry. 
Don’t forget, it was the entrepreneurial 
incentive—the driving urge to make the 
BIG PROFIT—that created the jobs some 
security-minded executives are now at- 
tempting to parlay into a sort of post-re- 
tirement bonanza. 

This involves no criticism of the vari- 
ous deferred compensation devices. They 
are necessary in many situations. But each 
company must study its own motivational 
needs on an over-all—rather than a piece- 
meal—basis, to make certain that a stock 
option, profit-sharing trust, or a deferred 
contingent compensation plan provides 
the most incentive for the stockholders’ 
money. 

It has been my observation that there is 
just one compensation device that can be 
integrated into a program for the long- 
term development of executives. I am re- 
ferring to incentive compensation. 


Ee 








To be sure, stock options may also be 
used to supply the entrepreneurial incen- 
tive lacking in straight salary or deferred 
pay plans. Having helped develop a num- 
ber of stock option plans, I am convinced 
the option provides great motivation when 
properly used.? 

However, to be effective, stock options 
must be fairly large. This makes it imprac- 
tical normally to give options on a repeti- 
tive, year-to-year basis. Yet the discipline 
and training involved in this year-to-year 
reward for individual contribution to com- 
pany profits, in my opinion, is the greatest 
single element of strength in incentive 
compensation. It provides the competitive 
atmosphere so essential to executive de- 
velopment in a successful, growing enter- 
prise. 

There is considerable evidence that suc- 
cessful incentive compensation plans are 
the exception, not the rule. For example, 
a study I made some years ago covering 
the incentive plans of approximately 40 
well-known companies indicated that 
barely one plan in seven was considered 
successful by management itself. In other 
words, for every plan that management 
believed provided real incentive for the 
executive group, there were six plans that 
had either failed so badly they were 
abandoned, or were limping along their 
unproductive way supported largely by 
the unwillingness of management to ad- 
mit a mistake. 

Thus incentive compensation, despite 
its great motivating impact, poses a real 
problem for management. But every prob- 
lem provides an opportunity, as Fred 


* See page 74 of this issue. 
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Crawford, the chairman of Thompson 
Products, recently pointed out. It is this 
opportunity—and problem—that I be- 
lieve controllers can tackle to the advan- 
tage of themselves, their companies, and 
their profession. 

It has been my conviction for a good 
many years that the controller is an im- 
portant key to a successful incentive com- 
pensation plan. I wrote an article for THE 
CONTROLLER entitled ‘The Controller’s 
Part in Executive Compensation” (Oc- 
tober 1951). This article called attention 
to the importance of the controller's par- 
ticipation in an incentive plan. We have 
learned a great deal about what makes 
for success or failure in incentive com- 
pensation since that time, and I am more 
convinced than ever of the need for the 
fine hand of the. controller in making in- 
centive compensation work. 

Let us explore briefly some strong and 
weak points of incentive compensation 
for executives. This might prove a helpful 
background for building a sound plan, 
for avoiding pitfalls. 


THE BENEFITS 

When I speak of incentive compensa- 
tion, I mean a plan that sets aside a spe- 
cific portion of profits for the executive 
group, and distributes this “kitty” to 
executives in direct relation to their con- 
tribution to company profits. In other 
words, I am referring to a device designed 
to motivate creative individual action in 
exactly the same spirit as the U. S. Army 
offers spot promotions in the field to men 
whose actions are beyond-the-call-of-duty. 

The key advantages of such an incentive 
plan are: 
1. It focuses executive attention on profits. 

Since the size of the kitty is directly 
related to profits, executives soon become 
“businessmen’”’ rather than administrators. 
It is amazing how many of the latter have 
reached the top during the noncompetitive 
years. 

(Where do the figures come from in 
the focusing process? The controller, of 
course.) 


2. It focuses attention on the profit ele- 
ments in each job. 

Every executive must know what his 
profit responsibilities are if he is to be 
held accountable for them. This encour- 
ages a review of these responsibilities with 
the executive at bonus time to point up 
strengths and weaknesses. 

Can you think of a sounder basis for 
developing executives than this kind of 
on-the-job training, with a cash pay-off 
for outstanding performance ? 


3. It focuses attention on individual per- 
formance. 

If a man is to be realistically rewarded 
for his contributions, management must 
measure his performance—in terms of 
his opportunities—against the perform- 
ance of other executives. 














(Who can supply—and experiment 
with—the yardsticks for. this one better 
than the controller?) 


4. It focuses attention on strong and weak 
executives. 

This permits early recognition of 
promising younger executives, and raises 
a red flag early where the below-par man 
is concerned. One large company, for 
example, uses the percentage of bonus to 
salary as a key element in judging pro- 
motability. 


THE PITFALLS 

The greatest single threat to any incen- 
tive plan lies in the problem of judging 
the individual’s contribution to profits, 
hence, his share of the bonus kitty. Rec- 
ognizing the practical difficulties involved 
in measuring contribution, management 
frequently undermines the long-term 
value of its bonus plan by one or more 
of the following actions: 


1. Setting the bonus as a per cent of 
salary. 

Since the noncontributors share equally 
with those who contribute most to profits, 
the incentive element frequently disap- 
pears in a relatively short time. The bonus 
soon becomes part of salary in the mind 
of the individual executive, hence a 
“right” rather than a reward. 


2. Paying the bonus to everybody. 

This reduces the amount that can be 
paid to key executives below the level 
that provides incentive. It is my experi- 
ence that bonuses should be paid onl) 
to those in a position to directly influence 


profits. 


3. Permitting favoritism or inadequate 
study of performance to govern bonus 
allocations. 

Unless the executive group as a whole 
believes—as a result of management ac- 
tion—that bonus payments reflect individ- 
ual contribution, the incentive value of a 
plan soon evaporates. 

It is easy to understand why well-inten- 
tioned top executives slip into the prim- 
rose path these points involve. The re- 
sponsibility of choosing between “the 
men and the boys’’ in allocating the bonus 
is not easy. The facts that can be brought 
to bear on the problem are elusive at best. 
And such facts as there are require hard- 
boiled judgment and hard work on the 
part of the chief executive. 

The job of measuring performance is a 
lot harder in some companies than it is 
in others. One of our clients has 20 oper- 
ating divisions, each of which has an av- 
erage of about 15 executives. Each divi- 
sion has decentralized profit responsibil- 
ity. This obviously eases the problem of 
comparing the efforts of the 15 executives 
in one division with that of executives in 
other divisions. 

On the other hand, a steel company of 





OFFICE PRESCRIPTION 

How should you treat your secretary-stenographer? 

A recent speaker before the Office Equipment Manufac- 
turers Institute annual meeting declared that she should 
have a warm gray on the typewriter and counter top, darker 
gray keys for some contrast and a lighter gray low partition 
wall directly in front. He added, “The low partition wall 
to her right or left should use a color change. Color plus 
texture is even better. There are too many hard shiny sur- 


faces in our modern offices.” 


And that’s not all. Each desk should have a place for 
photos, a vase of flowers, a vanity drawer with mirror, ad- 
justable seat, a cubbyhole for umbrella and rubbers, choice 
of music from an individual loud speaker, and a name panel! 


the same size faces a such more difficult 
job of judging contribution. After all, the 
chief executive officer in the steel company 
is probably the only executive with full 
profit responsibility covering sales, pro- 
duction, engineering, etc., so that whereas 
one company has 20-odd fully profit-re- 
sponsible “check points,” the other has 
only one! 

A pitfall that often catches the unwary 
is the bonus plan that is used to correct 
unrealistic salary relationships. This prac- 
tice is so widespread that when a company 
asks us to help them with an incentive 
compensation plan today, we almost in- 
stinctively probe their salary relationships 
looking for problem areas. This use of 
the bonus to correct salary mistakes can 
be very destructive where an incentive 
plan is concerned. 


THE NEED FOR A PHILOSOPHY 

The really successful bonus plans gen- 
erally have long histories behind them. 
At one time or another they have made 
all the mistakes. Dropping the unsuccess- 
ful aspects of the plan as they are recog- 
nized, and keeping those elements that 
work, has helped these companies to de- 
velop a successful philosophy of opera- 
tion. 

An incentive plan starting today can 
avoid many of these mistakes by giving 
enough consideration to the company’s 
needs, and studying the problems others 
have faced. But management should vos 
expect a new plan to be the smooth-work- 
ing powerhouse the older one is. That can 
only come with practice, which comes 
with ¢7me. 

From our observation of the success- 
ful, older incentive plans at work, I be- 
lieve there are several important consid- 
erations—not mentioned elsewhere—that 
might be of interest. One of the most im- 
portant is the necessity for making subor- 
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dinate management responsible for the 
bonuses paid to employes reporting to 
them. In other words, while the Bonus 
Committee should carefully check into 
each recommended bonus, and has final 
responsibility, this group should not make 
allocations without subordinate manage- 
ment’s recommendations being given every 
consideration. 

Another critical element, in our expe- 
rience, is the need for recognizing the 
intangible factors that enter incentive 
bonus calculations. One very successful in- 
centive plan allocates executive bonuses 
with three major considerations in mind: 


1. The Individual’s Status. 

It is only logical that a top-level execu- 
tive should have a higher bonus priority 
other things being equal—than the newest 
man eligible. 


2. The Profit Contribution. 

This usually will be the most important 
single element in the size of the bonus. It 
would be a more important factor in de- 
flationary times than in boom times. 


3. The Difficulty of the Job. 

This is an often-overlooked element in 
setting the bonus. Not infrequently execu- 
tives in one division—meeting rugged 
competition—will work unusually hard 
and turn in relatively poor profits. An- 
other division may have a bonanza year 
while relaxing at the Stork Club, simply 
because their competitors are asleep. 

A sound bonus plan mast recognize the 
“windfall” element in profits. This might 
even go so far as to apply varying per- 
centages to each of the three factors noted 
above. In easy profit years, for example, 
the ‘‘status” factor might be relatively 
heavily weighted. But when the chips are 
down, and profits come hard, the profit 
factor naturally would receive greatest em- 
phasis. (Continued on page 81) 
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How to Pay for Pensions: 
Deposit a Fixed Percentage of Company Profits 


Dr. Hilary L. Seal 


A STATISTICAL SURVEY of 311 large, me- 
dium and small St. Louis corpora- 
tions recently revealed that 223 had no 
pension plan, though 41 of this group had 
installed profit-sharing plans of the “de- 
ferred” type. 

One of the questions we asked these 223 
companies without plans was: What is the 
major reason that has prevented you from 
establishing 2 pension plan for some, at 
least, of your employes? One hundred and 
seventy-six companies, or 79%, replied 
that they were afraid of the fixed annual 
commitment to a pension plan. Many of 
them elaborated on this viewpoint by say- 
ing that they had established a profit-shar- 
ing plan, or were thinking of doing so, be- 
cause this was the only way to be sure of 
being able to avoid contributions to the 
plan in years of low, or zero, profits. 
Others, on the other hand, had deliberately 
refrained from installing a profit-sharing 
plan because they were dissatisfied with the 
no-past-service-credit feature of such 
plans. But both these groups of companies 
would have been happy to embark on a 
pension program if only they could have 
paid for it through profits. 

The tragedy of all this is that every one 
of these 176 companies was, in our opin- 
ion, jumping to a hasty conclusion without 
proper knowledge of the facts. We con- 
tend—and will prove—that every com- 
pany with a pension problem (i.e., every 


company whose profit picture augurs well 
for its continuance in business for many 
years to come) can solve it scientifically to 
its own, and its employes’, satisfaction. 

This contention is based on three suc- 
cessive, interconnected, arguments: 

1. Pensions do not represent a fixed 
dollar commitment; their cost is properly 
assessed as a fixed percentage of pay roll. 

2. By and large, a company’s profits and 
pay roll rise and fall together. The dollar 
results obtained by taking a fixed percent- 
age of successive years’ pay rolls will be re- 
produced—by and large—by taking a 
(different) fixed percentage of the corre- 
sponding profits. 

3. A company should thus plan its pen- 
sion level by fixing the percentage of 
profits it wishes to make available for em- 
ploye pensions. By choosing a “ogee sys- 
tem less costly than the pay-roll percentage 
corresponding to the agreed percentage of 
profits, the company can build up a “‘cush- 
ion” in its fund—all of it tax-deductible 
as contributed. This cushion can be used in 
later years to permit the company to post- 
pone—for several years—any further con- 
tributions to the fund. In other words, the 
pension fund can “live on its fat” during 
a few years of crisis in the company’s 
profit-pattern. 

Readers wili, no doubt, compare the 
flexible system described above with the 
inflexibility of a profit-sharing plan under 


DR. HILARY L. SEAL, managing partner in the firm of 
Morss & Seal, New York actuaries specializing in pensions, 
is a member of eight actuarial societies—three in North 
America, two in South America and three in Europe. He 
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partment of Statistics at Yale University and has given 
lecture courses at Hunter and City Colleges, New York. 
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dustrial pension plans. This talk was given at a dinner 
meeting of the St. Louis Control of Controllers Institute. 
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which the same fixed percentage of profits 
has to be contributed to the trust fund each 
year. 


PENSION COST— 
A FIXED PERCENTAGE OF PAY ROLL 

If an employer sets up a pension plan, 
he promises, in effect, to pay employes cer- 
tain pensions when they reach the age of 
65. He promises—subject always to the 
contingencies of his business—to maintain 
pension payments, once started, until the 
ex-employe passes away. 

Suppose, however, the company decides 
to create no special fund for pensions and 
merely adds them to the pay roll when they 
become due for payment. At first, when 
the company is relatively new, it has very 
few employes reaching age 65, and those 
who do, are only entitled to very small pen- 
sions because of their short period of serv- 
ice. The addition to pay roll because of 
these pensioners is perhaps a quarter of 
one per cent or even less. 

However—bearing in mind that the 
company has no trust fund—this percent- 
age gradually rises with the passage of 
years and—depending on the size of the 
pension benefits—may eventually reach 
15, 20, or even 30% of pay roll. Experi- 
ence of plans long in existence has shown 
that granting a pension at 65 of 1% of 
wages, multiplied by the number of years 
of service, eventually results in an out-of- 
pocket charge each year of 15% of today’s 
pay roll. If a company were unfortunate 
enough to have to reduce its pay roll owing 
to contracting business, it might find itself 
in the embarrassing position of paying 
100% of this amount in pensions to ex-em- 
ployes who retired many years. previously 
at the peak of the company’s successful pe- 
riod. And note that this commitment is 
fixed in the sense that the employer has no 
control over it once the pensions are due 
for payment. 

This naturally leads us to the idea that 
the company should pay f>r employes’ 
pensions in advance, namely during their 
productive years. That in tuzn raises this 
question: Is it possible to fix a uniform 
percentage of an employe’s earnings which 
could be paid into a fund from the time he 











joins the company? For example, employe 
A is hired at age 20 with a salary of $2,000 
a year. He may progress into the company’s 
higher echelon and end his career at age 
65 with a salary of perhaps $30,000 a year. 
It should be—and is, in fact—possible to 
calculate what percentage of each salary 
check is to be deposited in a pension fund. 
These deposits accumulated at a given rate 
of interest will produce a desired percent- 
age of final earnings as a pension from age 
65. 

Naturally, the calculations are not based 
on an employe who enters the company 
with the president’s baton in his knapsack. 
Rather, they are based on the average pro- 
gression of salaries from youth to middle 
age, as indicated by the experience of that 
particular company. 

The result of such calculations is a uni- 
form fixed percentage of earnings com- 
ae for each employe from the date of 

is entry into the company’s service. This 
is much more satisfactory than paying a 
slowly rising percentage of pay roll to a 
gradually growing body of pensioners. 

Let us take a simple example. Company 
A decided to grant a pension for life to 
any of its employes who: 


1. Attained age 65 in its service 

2. Became incapable, through infirmity, 
of carrying on their jobs with the 
company after 20 years of service. 


The amount of the pension was 1% of pay 
at retirement multiplied by the number of 
years of service up to that date. The pen- 
sion thus calculated was completely inde- 
pendent of federal social security. The 
company’s average age of hiring was about 
25 years and had remained steady at that 
figure for a number of years. There was no 
reason to expect any changes in its person- 
nel policies. 

Calculations showed that the required 
pension could be paid for by an addition 
of 3.5% to the pay of each new company 
recruit. This 3.5% of pay roll will be de- 
posited in a tax-free fund netting 3% on 
its investments. 

Naturally, this 3.5% is not quite the 
same for every company. Factors which af- 
fect this percentage are, for example, (1) 
turnover rates, (2) average age at time of 
employment, (3) steepness of the rise in 
salary with age, (4) liberality of the com- 
pany’s policy on “incapacity’’ retirements. 
Nevertheless, in spite of these four factors, 
the 3.5% figure has been found applicable 
to many companies installing pension 
plans. 

There is, however, one snag to the 
simple asguments just developed. The 
fund into which the company fays 3.5% 
for each employe from the date of his em- 
ployment, does not exist when the pension 
plan is installed. By that time the company 
has a number of older employes. The 
3.5% company contributions for these 
men should have started when they were 
first hired. The fund that is thus lacking is 








“MODEL T” PAY ROLL 


An item of interest to corporate controllers and financial 
officers came to light in connection with the recent 5oth 
Anniversary Observance of the Ford Motor Company: The 
illustration herewith which indicates that in its first week of 
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operation, in 1903, Ford’s total pay roll was $85.23. Fifty 
years later, the company’s pay roll was 200,000 times greater 
—representing an increase of 168,000 employes and an over 


$17 million weekly pay roll. 


e ° * . . . . ° e . 


called the “past-service liability.” For a 
plan providing a 1% pension benefit like 
that of Company A, this past-service lia- 
bility would generally lie between 60% 
and 120% of current pay roll, depending 
on the-age of the company. 

Using an illustrative figure of 80% of 
pay roll as the past-service liability, the 
company thus undertakes an implied debt 
for this amount. In addition to the future 
contribution of 3.5% of pay roll, the com- 
pany must pay an additional interest of 
3% on the past-service liability. This 
amounts to 2.4% of pay roll (i.e., 3% of 
80% of pay roll). The total, then, is 
roughly 6% of pay roll to take care of 
pensions for existing and future employes. 

We have not touched the problem of 
amortizing the past-service liability. Our 
aim has been to indicate the approximate 
commitment a company assumes when it 
installs a reasonable pension plan for its 
employes. We should mention, however, 
that a company can create considerable 
flexibility for itself by paying more than 
the 3.5% of pay roll—if it is a new con- 
cern—or more than 6% of pay roll—if it 
is an older concern with past-service lia- 


bilities. In fact, as will be explained later, 
a company can create a cushion of “over- 
payments” in its good, high-tax years so 
that it may skip its contributions in un- 
profitable years. 


PAY ROLL VS. PROFITS 

We have shown that a company should 
think of its pension costs as a fixed per- 
centage of pay roll. Arithmetically, if it 
misses one of its 6% contributions it must 
make this up with interest the following 
year, or with two years’ interest in the year 
after that—and so on. But the company 
wants to be sure that on the average this 
6% of pay roll will represent a percentage 
of profits it can reasonably afford to pay. 
How can this be secured ? 

The answer lies in a scientific analysis of 
its pay roll-profits picture. In nearly every 
case we have encountered it has been pos- 
sible to sum up our conclusions in a phrase 
like the following: 

The figure obtained by taking 20% of 
the company’s profits-before-taxes will, in 
general, average out, over a period of 
years, pretty close to 6% of pay roll. 





PE IETS a 50s + = 5 0 o Scn's idle pee FEBRUARY 1954 










63 





TOTAL PAY ROLL AND PROFITS-BEFORE-TAXES 
OF AN OFFICE FURNITURE MANUFACTURING COMPANY - 1928-1952 
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Let us take, as an example, Company L. 

This small midwestern corporation is a 
manufacturer of office furniture. In the 
graph its profits-before-taxes since 1928 
have been plotted against the correspond- 
ing annual pay rolls. Pay roll dollars (in 
thousands) are indicated along the hori- 
zontal axis and profits-before-taxes (also 
in thousands of dollars) on the vertical 
axis. Each ‘‘dot’’ on the graph represents a 
calendar year. For example, in 1944 the 
company paid out $281,000 in wages and 
salaries, and earned profits totaling $57,- 
000; the ‘‘dot’’ corresponding to these two 
quantities is marked ‘44’—short for 
1944, 

Now it will be observed that the points 
cluster around the straight line which has 
been drawn on the graph. This line has 
been drawn in such a way that the sum of 
the squares of the deviations of each of the 
dots from the line itself is as small as pos- 
sible. Econometricians call it the “straight 
line of best fit.” 

If, therefore, this straight line is used to 
“predict” any year's profits-before-taxes 
from a knowledge of the pay roll, the error 
made will be relatively small. And on the 
average this error will as often be above as 
below the profits actually obtained. 

In the case of Company L it is easy to 
read from the straight line the profits-be- 
fore-taxes corresponding to any given pay 
roll. For example, when the company’s 
pay roll is $450,000 the profits-before- 
taxes amount to $145,000. 

Alternatively—and more exactly—it is 
possible to make use of the “formula’’ by 
means of which the straisht line has been 
drawn on the gravh. It will be remembered 
that if a straight line is drawn across any 
graph which relates a dependent (profit) 
and an independent (pay roll) variable, 
any point on this line may be located very 
easily. In fact, the value of the dependent 
variable may be expressed as a constant 
multiplied by the corresponding value of 
the independent variable, another constant 
being added to, or subtracted from, the re- 
sult of this multiplication. 

Let us take the year 1949 for example. 
The dot for that year is just about as far 
from the prediction line as any—wi.h the 
exception of 1931, of which more later. 
The profits predicted for 1949 on the basis 
of a pay roll of $426,000 are obtained as 
follows: 


1. Take 49% (this is the multiplicative 
constant mentioned) of the pay roll 
- of $426,000—-result $209,000. 
2. Subtract $74,000 (this is the other 
constant) from the result—answer 
$135,000. 


The actual profits were $165,000. Any 
other point on the line may be located 
similarly. 

Note that each different line drawn on 
the pay roll-profits granh corresponds to a 
different pair of multiplicative and sub- 
tractive constants. Thus the 49% and $74,- 








000, above, will vary from company to 
company depending on the line of best fit. 


The above procedure for Company L 


can be written in the form of an algebraic 
equation thus: Profits-before-taxes 
(49% of pay roll) minus $74,000. 

Suppose, now, that Company L decides 
to allot 20% of its profits-before-taxes as a 
tax-deductible contribution to a pension 
plan. The formula for 20% of profits in 
terms of the pay roll is obtained by taking 
20% of each item in the relation just 
written. We thus have: 20% of profits-be- 
fore-taxes = (9.8% of pay roll) minus 
$14,800. 

So long as the pay roll is in the neigh- 
borhood of $390,000 a year—and note 
that this is ultraconservative—$14,800 
represents about 3.8% of pay roll. We de- 
duct this 3.8% from the 9.8% of the rela- 
tion last written and obtain, approxi- 
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mately: 20% of profits-before-taxes 
6% of pay roll. 

But we have already found that we need 
about 6% of pay roll to provide a 1% pen- 
sion of the type granted by Company A in 
the preceding section. It might thus be 
argued that the L Company could plan 
conservatively for a 1% pension plan pro- 
vided from a fund built up exclusively 
from company contributions of 20% of 
profits-before-taxes. 


THE TAX-DEDUCTIBLE CUSHION 

There are two awkward “snags’’ about 
the arguments of the last section. In the 
first place, the 6% on which the procedure 
was based makes no provision to amortize 
the past-service liability amounting to 80% 
of pay roll at the inception of the plan. 
This liability was incurred on account of 
employes in service at the time the plan 
went into effect. It is thus not considered 
good accounting practice to carry this lia- 
bility forward for hundreds of years as a 
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“book deficit” which will only affect pen- 
sion payments if the company goes into 
liquidation. Secondly, no attention has 
been paid to the effect of a severe slump. 

Let us consider this second problem and 
show how its solution can be made to tie in 
with the gradual amortization of the past- 
service liability. The graph shows very 
clearly what happened to Company L in 
the Great Depression of 1929-1932. The 


corresponding figures of pay roll and 
profits were as follows: 
Pay roll in Profits (+-) 

Year thousands or losses (—) 
1928 $237 +-$ 68 
1929 272 + 109 
1930 197 12 
1931 105 142 
1932 55 73 
1933 50 30 
1934 88 0 
1935 99 + 1 

Observe that the pay roll decreased 


steadily between 1929 and 1933. On the 
other hand the “profits” only decreased 
from 1929to 1931. Thereafter there was a 
slowly improving profit picture. 

There was thus a lag in pay roll reduc- 
tion as compared with increasing losses. It 
took several years for the company to get 
used to the smaller markets it had for its 
products. Note that this is a partial ex- 
planation why young expanding com- 
panies often fail when they run into a 
slump. They are as loath as older com- 
panies to cut down overheads such as 
swollen pay rolls. The older companies 
can only breast the storm because of their 
accumulated reserves. (In parenthesis it is 
mentioned that by reworking the graph to 
connect the profits of any year with the pay 
roll of the preceding year, the line of best 
fit becomes a much closer representation of 
the individual dots.) 

As part of its drive to achieve a profit- 
making set-up once again, the L Company 
reduced its pay roll by about 80% between 
1929 and 1932. During those same years 
the (so-called) gross national product 
which is much more closely related to the 
Nation’s pay roll than are its profits—fell 
by 44%. 

Can we learn anything from this review 
of what happened to Company L in the 
slump ? It seems that the following general 
conclusions are possible: 


1. Assuming that the Government has 
learned at least some of the bitter les- 
sons of the early thirties, a slump— 
if it comes—is unlikely to reduce the 
gross national product by as muc’ as 
44%. Assume, however, that a 70% 
fall is possible. 

2. The demand for am individual indus- 
try’s products may fall by more than 
the amount of the gross national 


(Continued on page 82) 
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Significant Current Trends 
in Regulation 


H. R. Towles 


Current trends in regulation are of 
prime concern to everyone in the utility 
industry. Since my background is prima- 
rily with the Bell System, much of what I 
say will deal with Bell System regulatory 
experiences. By dint of necessity, the tele- 
phone companies for the past half a dozen 
years have been in the rate case Pi ee 
Let me pp pod sketch rather briefly our 
financial and regulatory situation in te- 
cent years. 


1 THE CLOSE of World War II, be- 
cause of an unprecedented demand for 
telephone service, Bell System has carried 
on the most extensive construction and 
expansion program in its history. Over 
the seven years ending with 1952, it has 
expended over $7.5 billion for new con- 
struction—about $1.1 billion per year. 
During 1953 new construction expendi- 
tures are expected to reach $1.4 billion. 
And the a is nowhere nearly in sight. 
There are still some 500,000 unfilled ap- 
plications for telephones on hand although 
about 19 million new phones have been 
installed since the War—about as many as 
the total in service before the War. 

During the same period, prices have at 
least doubled and wage rates have gone 
up even more. As a result, both expenses 
and investment per telephone have been 
skyrocketing and taxes have scarcely 
lagged far behind. 


Back in 1946, the outlook for this com- 
bination of circumstances told telephone 
companies that their only hope for sur- 
vival as financially solvent, privately 
owned and managed industries was to ob- 
tain rate increases. The Bell System Com- 
panies embarked on this program with its 
first case in the summer of 1946. Since 
that time, some 180 cases have been proc- 
essed to completion. As a measure of their 
importance, the Bell System rate increases 
through 1952 were equivalent in net in- 
come to about $9.00 of the $11.45 per 
share earned in 1952. An additional dozen 
or more cases are still pending and it goes 
without saying that the companies will 
find further increases to be necessary as 
time goes on. 

I think a great deal has been achieved; 
the regulatory authorities, faced with a 
difficult and unpopular task, have gener- 
ally done a sincere and conscientious job. 
Despite these conclusions there is no ques- 
tion but that we have fallen far short of 
meeting our full requirements. 


ACHIEVING AN ADEQUATE LEVEL 
OF EARNINGS 

Bell System earnings, after dropping 
to a 414% level in 1947, rose only grad- 
ually through the following three years 
and even now are only hovering about the 
6% level. In the past, over years of high 
business activity, we have earned 714% 


H. R. TOWLES, who graduated from University of Missouri 
in 1927 and entered the telephone company as a clerk, be- 
came general manager of Southwestern Bell operations in 
Missouri at the time of transfer to American Telephone and 
Telegraph Company in September 1952. He is presently 
assistant vice president in the Revenue Requirements De- 
partment of American Telephone and Telegraph Company, 
New York. This paper is based on a talk given by Mr. Towles 
before the Public Utility Conference at the 1953 Annual 
Meeting of Controllers Institute of America held in Boston. 
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and above. Our surplus per share—the 
necessary protection against future times 
of trouble—today is about $17 compared 
with the $33 with which we entered the 
1930 depression. And the return on each 
of our owners’ shares, unlike that in the 
industrial field, has not risen in number 
of dollars correspondingly as the value of 
the dollar has fallen. 

Our problem has been further compli- 
cated by the fact that depreciation charges 
geared to an original cost base fall far 
short of recovering in a real sense the in- 
vestment in the property being consumed 
in the provision of service. 

Obviously, obtaining a really adequate 
level of earnings will be a long tough 
job. There are many reasons why it is so 
difficult but a primary reason is one with 
which controllers are directly concerned. 

To me, the most important single road- 
block standing in the way toward ade- 
quate earnings levels for the utilities is 
the concept that regulation can be reduced 
to a mechanical formula, employing a net 
beok rate base on the one hand and a bare- 
bones cost of money on the other. 

At the heart of the regulation by for- 
mula concept is the notion that accounting 
results reflect all that commissions need 
to know in order to fix rate levels which 
will be reasonable to users and investors 
alike. Let me say immediately that I have 
no quarrel whatsoever with accounting re- 
sults as such. I realize that accounting is 
predicated upon a stable monetary unit, or 
at least one that fluctuates only cyclically. 
I know that accounting professes to do no 
more than measure the facts and results 
of business operations in terms of money. 
In my book, formal accounting today is 
doing all that people profess it to be de- 
signed for—it is an accurate and honest 
presentation of financial facts within the 
guide rules and premises which the pro- 
fession has laid out for itself. 

I maintain, however, that regulation as 
a substitute for competition is an economic 
process. As an economic process, I think 
it must look through and beyond account- 
ing reports if it is to fulfill its designated 
function of substituting governmental 
controls in the noncompetitive field for the 
market controls of the competitive field. 














Few economists, if any, question that 
we have entered onto a permanently 
higher level of prices. The outlook, if 
anything, is for more inflation. Cyclical 
fluctuations down and up, of course, will 
occur again in the future as thcy have in 
the past. But certainly there is no prospect 
for a return to the price levels of 1940 
and earlier. 

Under this circumstance, accounting re- 
sults—which, I repeat, are doing all they 
were ever intended to do—are at variance 
with economic facts. 


REGULATION AND DOLLARS 

Several items on your balance sheets 
and income statements relate to a mixture 
of different-sized dollars. Most significant 
from the utility earnings standpoint, of 
course, are the property accounts. When 
regulation adopts the accounting state- 
ment of property costs as an earnings base, 
without adjustment for the changed value 
of the dollar, the end result can not, in my 
opinion, be a fair one. For the same rea- 
son, depreciation accruals based on the 
nominal dollar investment are markedly 
inadequate to keep the owner whole. 

Unfortunately, regulation wedded to 
the nominal dollar concept may not stop 
with understatements of real depreciation 
costs and the earnings base. It compounds 
these economic errors by applying to the 
understated earnings base a mechanical 
cost of money formula as a rate of return. 
As Baxter Milne recently pointed out in a 
meeting of the American Bar Association 
in Boston, many commissions witnesses 
have gotten into the habit of developing 
the lowest possible return which will es- 
cape the charge of confiscation—in con- 
trast to the fair return which commissions 
are supposed to determine. 

In this approach, no allowances are 
made for such items as: 


1. Enough earnings to attract capital not 
only on reasonable terms but also in rea- 
sonable proportions to produce a sound 
financial structure. 

2. Enough to maintain future credit as 
well as attract capital currently. 

3. A rate which is fair when measured by 
what other industries are earning and 
which is fair relative to current economic 
conditions. 

4. A rate which recognizes and rewards 
management when it deserves a reward. 


Fortunately, there are quite a few signs 
that regulation by formula is going out 
of the window. The past year has seen 
several decisive actions marking a return 
to the economic approach which alone is 
consistent with the theory and function of 
regulation. 

The Illinois Supreme Court, in an IIli- 
nois Bell Telephone Company case, took 
issue with the Illinois Commission’s use 
of a net book rate base and a mechanical 
“interest plus dividends” rate of return 
formula. The case was reversed and re- 
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“Look at it this way—you’re in excellent shape for a man 
of sixty-five. Forget the fact that you’re only forty-three.” 


manded with instructions to determine 
the fair value of the property involved 
and to abandon the interest plus dividends 
formula asan exclusive rate-making guide. 

In a later action, involving the Peoples 
Gas Light and Coke Company, the Illi- 
nois Commerce Commission fixed rates 
on the basis of fair value and also ad- 
justed depreciation charges upward after 
the company had argued the necessity for 
adjusting the book accruals to current dol- 
lar costs. 

In an action similar to that involving 
Illinois Bell, the Maine Supreme Court 
in January 1953 also reversed its Commis- 
sion’s finding of net original cost as the 
earnings base. The Court found that the 
Commission “sought to establish a rate 
base on its own theory of what would be 
best for the people of this state, the so- 
called prudent investment theory which 
may be quite different from the standard 
of fair value which the statute requires 
it to respect.” This case, too, was re- 
manded with instructions that the Com- 
mission prepare a new order recognizing 
current costs in so far as these affect both 
the fair value of the company’s plant and 
its Operation. 

Also, on the fair value front, the Mon- 
tana Commission, which previously had 
followed a net book approach, adopted a 
fair value basis in a Mountain States Tele- 
phone Company case, weighting in repro- 
duction cost less depreciation, gross book 
and net book. 

In December 1952, a decision of the 
Maryland Court of Appeals affirmed the 
fair value rule in the State of Maryland 
but simultaneously accepted the very nom- 
inal recognition of current costs which 
the Commission had given in valuing the 
Chesapeake and Potomac Telephone Com- 
pany's properties. 


Recently a North Carolina Superior 
Court took issue with its Commission for 
finding a net book rate base in a Southern 
Bell Telephone Company case and in- 
structed the Commission to set the earn- 
ings base in accordance with the fair value 
doctrine of the State. An appeal of this 
decision is now pending before the North 
Carolina Supreme Court. 

Fully as significant as these cases were 
unsuccessful attempts in several states to 
change the existing public utility statutes 
from a reproduction cost or fair value 
basis to net original cost. After full con- 
sideration by the legislatures involved, 
reproduction cost or fair value basis was 
retained in every instance. Apparently it 
was concluded that a current cost base 
not only is necessary for consistency with 
economic and regulatory theory, but also 
reacts most favorably to the public. 

Regulatory allowance of depreciation 
costs adjusted for the change in value of 
the dollar also has been a live current 
issue. The purpose is, of course, to assess 
all true costs of furnishing service to the 
users. There is now fairly general agree- 
ment upon a measurement method which 
involves nothing more than escalation of 
book depreciation charges on the various 
vintages of plant to current dollar values 
by an index of general purchasing power, 
probably the Consumer Price Index. 

A strong claim for current cost depreci- 
ation was made in the Peoples Gas Com- 
pany case referred to previously, resulting 
in some upward adjustment of the depre- 
ciation allowance by the Illinois Commis- 
sion as mentioned. 

Hearings in the case of the Iowa-IIli- 
nois Power Company, in which deprecia- 
tion costs are also a major issue, are in 
progress. In this case, the Company is 
taking issue with the Illinois Commis- 
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sion’s prescription of an original cost basis 
for depreciation on the grounds that such 
action conflicts with the Illinois statutory 
requirement that the proceeds of new se- 
curity issues be limited to additions, ex- 
tensions and improvements. Because of 
the inadequacy of original cost deprecia- 
tion accruals, some of the funds raised by 
new issues—according to the Company— 
are necessarily used for plant replace- 
ments. 

The Michigan Bell Telephone Com- 
pany, in a case currently pending, has also 
made a strong claim for depreciation ad- 
justed to a current dollar basis. Hearings 
in this case are in progress. 

In the only court decision thus far di- 
rectly on the point, the North Carolina 
Superior Court, in the same Southern Bell 
case referred to previously, has instructed 
the Commission to allow depreciation ex- 
pense in an amount “‘sufficient to restore 
currently the portion of capital investment 
currently consumed.” As indicated previ- 
ously this case has been appealed by the 
State to the North Carolina Supreme 
Court. 

I think that you are all also familiar 
with the recent appearance of a number 
of utility, industrial and academic wit- 
nesses before the House Ways and Means 
Committee, asking that the Internal Rev- 
enue Code be revised to provide that the 
basis for computing depreciation allow- 
ance be adjusted to give effect to changes 
in the purchasing power of the dollar. 


RATE OF RETURN 

There are also some hopeful signs on 
the rate of return side. Recently the United 
States Court of Appeals for the Eighth 
Circuit reversed and remanded a Federal 
Power Commission order which held a 
514% return, based on a cost of money 
formula, to be adequate for the Northern 
Natural Gas Company. 

Following this reversal, the Federal 
Power Commission found 614% as the 
fair rate of return for the United Fuel 


Gas Company case. While this represented 
only a nominal allowance of about 1/4 of 
1% over the cost of money, it is, I think, 
significant that the Commission pointed 
out in its order the necessity for departing 
from a straight cost of money formula 
and for exercising instead a fair and en- 
lightened judgment having regard for all 
the relevant facts. 

Another favorable development was the 
recent finding of the Florida Commission, 
in the Florida Power Company case, that 
a return of 6.45% was needed if the Com- 
pany was to satisfy the requirements for 
additional service in the fast growing ter- 
ritory it serves. 


PROS AND CONS OF REGULATION 

One of the most hopeful recent devel- 
opments in the entire regulatory field is a 
report presented at the 1953 annual con- 
vention of the NARUC in New York by 
the Association’s Valuation Committee. I 
commend this to your attention as a land- 
mark document in which the pros and 
cons of economic regulation versus regula- 
tion by formula are dispassionately sur- 
veyed and reviewed. While the Commit- 
tee itself takes no stand, the very fact that 
these issues have been crystalized and 
brought to prominence in a document of 
this kind is, I think, extremely hopeful 
evidence of a changing trend in regulatory 
thinking. 

Of course, there have also been some 
unfavorable developments. In contrast to 
the Maine and Illinois Supreme Court de- 
cisions on fair value, the New Jersey Su- 
preme Court upheld its Commission's ad- 
verse findings on the reproduction cost 
evidence presented by the Company in 
the New Jersey Bell case. The New Jer- 
sey Commission’s decision cited virtually 
all the conventional attacks on reproduc- 
tion cost—that is, the difficulties involved 
in its computation, the claim that it sets 
the upper limit of value, and that it is un- 
realistic to assume reproduction of the ex- 
isting plant without allowance for tech- 
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nological improvements. No one disputes 
that a net book approach to rate base is 
an easier one than a value approach. But 
ease of computation cannot justify an im- 
proper and unfair regulatory result. And 
the people who claim reproduction cost is 
an unrealistically 4igh measure of value 
never point out also that net book, under 
these inflationary times, is certainly an un- 
realistically /ow measure of value. 

Some of the Commissions have also had 
difficulty with the facts about depreciation 
costs measured in current dollar values. 
The District of Columbia Commission, 
in its order in the Chesapeake and Po- 
tomac Telephone Company case, found 
that if allowance was made for current 
cost depreciation the customer would be 
providing capital for investment in plant 
on which he would subsequently be re- 
quired to pay a return. 

The Utah Commission, in the Moun- 
tain States Telephone and Telegraph Com- 
pany case, made a similar finding and also 
reiterated the frequently heard argument 
that recognition of current dollar costs 
and values would improperly protect util- 
ity shareowners from inflation: The latter 
argument was also made by the California 
Commission in its Southern Counties Gas 
Company order. 

These decisions ignore two fundamen- 
tals: 

First, allowance of current cost depre- 
ciation would provide no new capital—it 
would do no more than maintain the pur- 
chasing power value of the existing capi- 
tal; 

Second, utility companies, in seeking 
regulatory recognition of the change in 
dollar values, are not seeking any prefer- 
ential treatment for their owners. Instead, 
they are asking only that the Commissions 
give the same recognition io inflation as 
competitive industry has already received 
through the workings of the market; as 
labor has already received through col- 
lective bargaining; as recipients of Social 
Security benefits have already received 
through statutory revisions; and, as the 
farmers have already received through 
the parity price mechanism. And certainly 
even full adjustment for inflation would 
leave utility rates underpriced relative to 
current demand, current dollar values and 
current income levels. 

Recognition of the change in the value 
of the dollar is unquestionably the major 
problem confronting us and the regulatory 
authorities today for such recognition is 
essential to the continuance of a finan- 
cially sound and healthy utility industry. 
In the postwar years, utilities have meas- 
ured up to their obligations to furnish the 
people of this country the best and great- 
est amounts of service enjoyed by any 
country in the world. 

Jointly, with regulation, we have a like 
obligation to preserve the health of these 
enterprises so that even better service can 
be provided for the future. 








CROOKS AKE A LOT LIKE PEOPLE (only dishonest) 
by Mr Friendly 


A crook should look like a crook, 
With a mask and a shifty-eyed look. 
It seems so unfair 

When they look like Aunt Claire; 
A crook should look like a crook. 
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When a thief appears a nice guy, 
It’s cheating, dishonest and sly. 

It should be unlawful, 

I think that it’s awful, 

It’s just like living a lie! 


Limited offer to accounting and 
financial executives! 


In this 70-page book you'll find 20 

diagrammatic charts, showing effective 

crime controls ... new information on 

fraud possibilities and methods of 

prevention, plus physical safeguards 

for burglaries, holdups and thefts. 
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book could only be helpful to executives dealing in 
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your free copy on executive stationery of recognized com- 
panies. Write: Dept. C-1, American Mutual Liability 
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Can Capitalism 


Dr. Ruth Alexander 


HE KoREAN War has enlarged the 
Tiimittess and indisputable proof that 
communism is our enemy. Since our rec- 
ognition of the Soviet Union in 1933, we 
have been reluctant to believe what the 
communists themselves have told us again 
and again and again—namely, that their 
way of life and ours are irreconcilable. 
Sooner or later capitalism or communism 
must be smashed.” “Combat or death, 
bloody struggle or extinction’ —it is thus 
that the issue is irresistibly put throughout 
the vast literature of communist doctrine. 

For twenty years we have not only 
given them fair hearing and important 
representation in our labor unions, our 
schools, our churches, and our govern- 
ment but we have accorded them the re- 
finements of Anglo-Saxon jurisprudence, 
when as and if they defied our laws too 
flagrantly. Under the cunningly disguised 
influence of communists, procommunists 
and hidden communists, our self-styled 
liberals have insisted on extending full 
civil liberties to the enemies of civil lib- 
erties. 

It took eighteen years to establish 
legally what a five-year-old child could 
have read in five minutes in any com- 
munist textbook—namely, that the pur- 
pose of communism is to destroy capital- 
ism wherever found throughout the 
world. Even now, since the Smith Act, 


Survive? 


which established their aim as overthrow 
of our (capitalist) government by force 
and violence, thousands of so-called lib- 
erals and millions of otherwise loyal 
Americans are attacking those individuals 
and agencies empowered to expose and 
remove communists in key positions in our 
institutions. These are the anti-anticom- 
munists and the line that divides them 
from outright pro-communists is nebulous 
indeed. 

The carefully nourished assumption is 
that if communists lose their freedom of 
speech all other Americans will lose it. 
Both premise and conclusion are false. 
Every day we deny civil liberties to crim- 
inals when we commit them to jail for 
wrong doing. It has taken us nearly a 
quarter of a century to recognize officially 
that communists are criminals. Violence 
of every kind ranging from murder, arson, 
theft and rape to vile smear campaigns is 
implicit in membership in the communist 
party or extra-party sympathy with com- 
munist ideas. 

Our capitalist republic is fighting for 
its life against the people’s democracies 
of the Soviet Union and Red China. 

It is time for those defeatists among us 
who have given aid and comfort to our 
enemies by their piteous and futile whine, 
“But what can J do about it?” to come to 
their senses and do something fast. It is 
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time to remember that one single letter of 
protest or praise makes freedom of speech 
dynamic. For years our side has been all 
freedom and no speech against the highly 
articulate left wingers who have made 
most of their points by making most of 
the noise. 

The familiar term the “dignity of the 
individual” is meaningless unless the in- 
dividual—every individual—who enjoys 
the unprecedented scale of living and the 
unparalleled degree of freedom afforded 
by a capitalist republic, equips himself 
for ceaseless attack, attack, attack, against 
our enemies. If you are the wrong sex or 
the wrong age to serve on the battlefield 
you can at least back up our heroic soldiers 
by fighting the same enemy at home. You 
can stop apologizing for capitalism and 
the shortcomings of some capitalists if 
your way of life is to survive. 


HISTORY OF TODAY'S CONFLICT 

Today there is a race for survival be- 
tween individualism and collectivism, be- 
tween capitalism and communism. The 
outcome rests with you—with each sepa- 
rate man or woman whose alibi for inac- 
tion so far has been this very separateness. 
But history has been made by men—single 
separate men whose sole impetus to suc- 
cess was their exclusive dedication to an 
idea. 

In the 19th century the man was Marx. 
As Harold Laski put it, “The history of 
the world in the last 100 years is the his- 
tory of one man—Karl Marx.” In the 
early 20th century the man was Lenin, the 
disciple of Marx. In mid-century we have 
yet to discover an antagonist of comparable 
stature who will lead us out of the wilder- 
ness of the Intermediate State—half capi- 
talist, half socialist—in which we have 
floundered for 20 years. 

Incidentally, none illustrates better the 
effectiveness of one single dedicated in- 
dividual than Lenin himself. Kerensky 
overthrew Tsarism in February 1917. 
From his exile in Switzerland, Lenin de- 
cided this was only the first stage in the 
revolution he was determined to accom- 
plish, singlehandedly if necessary. The 

















following month he left for Russia in the 
famous car which was sealed by the Ger- 
mans who even then feared the inflam- 
mable appeal of his doctrines to the 
“have-nots” of a war-torn Europe. As he 
bade farewell to Plekhanov, who with 
Zasulich and Axelrod had formed the tiny 
hard core of the revolution in the group 
known as Osvobozhdenie Truda (Deliver- 
ance of Labour), Lenin remarked opti- 
mistically “I have the good prospect of six 
adherents.” 

Today, thirty-six years and six months 
later, nearly a billion people live under 
the Hammer and Sickle. Why? There 
must be a reason. 

How was this phenomenal growth ac- 
complished ? What can we do to stem it? 
How can we save our skins—if not our 
souls—as the awesome day of final reck- 
oning approaches ? 

These are the three questions I hope to 
answer briefly. I shall not presume to 
answer the title question ‘Can Capitalism 
Survive?” with a categorical “Yes” or 
“No.” I hope only to call your attention 
to the necessity for survival if we are to 
remain free and to outline a method 
whereby each one of us can help. Nor 
can there be extensive comparisons be- 
tween the two systems. Perhaps those who 
find these of further interest will do me 
the honor of reading the American Le- 
gion Magazine for November 1953, in 
which I had an article entitled “Capital- 
ism versus Communism; A Study in Con- 
trasts,”” 


THE GROWTH OF COMMUNISM 

First, briefly, why has communism 
grown from six to eight hundred million 
dedicated followers in a few swift years? 
Because it has fulfilled its promise—its 
promise of equality of poverty. A large 
part of our world which has hung dizzily 
over the precipice of starvation ever since 
Man emerged as an erect two-footed ani- 
mal, has found the prospect of equality of 
posesty irresistible. The pain of insufh- 
cient food, clothing and shelter has been 
eased substantially by the certain knowl- 
edge that everybody is in the same boat. 
There is no longer comfort and discom- 
fort. Everybody is miserable. So everybody 
is happy. That makes no sense to us be- 
cause capitalism is an economy of plenty. 
It has done more to stamp out poverty— 
not spread it thin—than any system in 
history. But it makes sense to a scarcity 
economy, where large numbers have lived 
at mere subsistence level. Entire popula- 
tions are now being leveled by force and 
violence to be co-equal with the lowest. 
The psychological satisfaction to the ma- 
jority has proved profound. All have a 
small amount. But all have the same 
amount. 

A corollary of equality of poverty is 
complete dependence on the totalitarian 
State for the total lives of the people. The 
State is the sole producer, the sole dis- 





THESE UNITED STATES 

The Constitution is the one sure antidote to resist the 
infectious plague of communism. We have it on the testi- 
mony of communists themselves that it is their greatest 
frustration in the conspiratorial conquest of this country. 
They find the police, which they must capture and control, 
not in one place, but in 48 separate, independent Constitu- 
tional jurisdictions called “states.” They find the ballot 
boxes, not in Washington conveniently assembled for the 
kill, but separately controlled in 48 independent jurisdic- 
tions. The same is true of the land and property which they 
customarily seize and “redistribute.” Therefore, the first 
objective of the communist conspiracy is to destroy the 

integrity of our Constitutional system. 
—CLARENCE MANION, chairman of the U.S. Com- 
mission on Intergovernmental Affairs and retired dean of 


the University of Notre Dame College of Law, at the 1953 
National Annual Meeting of Controllers Institute of America. 
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tributor, the sole employer. But the State 
is not the creator. That is the unforgivable 
crime of communism. Capitalism recog- 
nizes that the individual, not the State, is 
the creator, the fountainhead, from whose 
imagination, inventiveness, initiative and 
indifference to risk flow that infinitely 
large, infinitely variable stock of goods 
and services which the nonproductive pol- 
iticians who comprise the State at any 
given time are unable to create. Under the 
so-called welfare state of socialism, the 
forerunner of communism, the State, by 
force, takes from those who create and 
gives to those who only consume. If you 
work hard and save part of your earnings 
you will have to support others. If you 
don’t, they will have to support you. It 
follows that poverty is the best policy— 
exactly as I pointed out in my opening 
remarks. 

To salvage the experimental individual 
because he is the creator of all material 
welfare is the prime reason capitalism 
must survive. Individuals dedicated to the 
accomplishment of evil have brought 
about communist enslavement of a large 

art of our world. Quantitatively the num- 

i of communists has always been small. 
As the plot thickens the number grows 
smaller and their influence grows larger. 
The Communist Party of the United 
States, for instance, has dropped from 
100,000 to 25,000 yet our Attorney Gen- 
eral says their menace is at an all-time 
high. In France membership has dropped 
to 10,000 yet recently they almost suc- 
ceeded in pulling off the general strike, 
rated as the ideal weapon of revolution. 

Quantitatively the number of commu- 
nists is small; qualitatively their power 





is unparalleled in human history. Why? 
Because they are dedicated men and 
women—with a fanaticism that is semi- 
religious. They exclude everything from 
pursuit of their goal. They keep their eyes 
on the ball and neither Life nor Death 
itself dissuades them, from the means to 
the end—One World, headquarters Mos- 
cow. 

Even their rare inconsistences are more 
apparent than real. Yet with every mo- 
mentary twist of the party line for strate- 
gic purposes, the liberal pack is in full 
cry—"Lookit!” they say. “We can do 
business with communism!”’ But basically 
nothing is as consistent as a communist. 
Moreover everything about them—their 
aims, their methods, and their timing— 
was known to our government from the 
start. Way back in 1920 we had the 
famous Palmer Raids on communist head- 
quarters and Attorney General Palmer 
was the first in a long line of great public 
servants to feel the lash of public scorn 
on all who dared interfere with the civil 
liberties of our avowed enemies. Four 
presidents and seven secretaries of state 
refused recognition to Soviet Russia. But 
the commies were not downhearted. They 
could afford to wait. 

This quality of dedication has often cast 
communists in the role of idealists to 
liberal eyes. Nothing could be further 
from the truth. As Plekhanov says, 
“Though scientific socialism derives from 
Kant and Hegel, among others, it is the 
deadly enemy of idealism. Scientific so- 
cialism hunts idealism out of its last 
refuge, a humanitarian sociology .. . 
{It} is based strictly upon the materialist 
concept of history.’ Incidentally, it was 
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Plekhanov, not Lenin, who sparked revo- 
lutionary social democracy in Russia with 
his famous pamphlet “Socialism and the 
Political Struggle,” published in 1883, 
the year Lenin, at thirteen, entered the 
Simbrisk Gymnasium. 


SCIENTIFIC SOCIALISM 

What is “scientific socialism” ? By this 
name is denoted the doctrine of com- 
munism, which began to emerge out of 
utopian socialism in the middle of the 
19th century. In 1848 Marx abandoned 
the moral platitudes which had comprised 
socialism earlier in England and France, 
and enunciated scientific socialism, which 
is, at once, a statement of aims and 
methods whereby the terminal concept, 
communism proper, is to be attained. 

What is presently called communism is 
in reality socialism run by the Communist 
Party. Communist Party was the name ar- 
bitrarily given to the old Bolshevist Party 
and its affiliates throughout the world in 
July 1920. Some of our liberals confuse 
us by defending socialism while at the 
same time attacking communism. But the 
two differ in degree, not in kind. They 
are like the acorn and the oak. In the 
acorn stage, socialism appears quite differ- 
ent from the mighty oak, communism. Yet 
the acorn must be judged in its mature 
form, the oak. Socialism must be judged 
not in its acorn stage as in England but in 
its mature form as in the Soviet Union. 

We ourselves have already made cer- 
tain qualitative changes in capitalism 
which veer toward socialism. But fortu- 
nately there are signposts on this road. X 
marks the spot where capiialism becomes 
socialism when a third, but not disinter- 
ested party, the State, steps in and deter- 


mines the terms of exchange of goods 
and services and enforces its decisions by 
violence. From then on, from socialism to 
communism, there are no signposts. The 
breaks are quancitative and creep imper- 
ceptively upon an indifferent or ignorant 
people who refuse to believe what they 
don't want to believe. “None so blind 
they will not see’ is responsible for our 
present plight. The liberals counter with 
“hindsight is better than foresight.” What 
do they mean—better ? We had the fore- 
sight from the start but we shut our eyes 
and plunged our necks, ostrich like, in 
the sands of ceaseless commercial enter- 
tainment and suicidal concern for the 
civil liberties of cur destroyers. 


CAPITALISM 

It seems superfluous and academic to 
inquire into the nature of the capitalism 
we have so nearly lost. Yct much might 
have been avoided if we had asked our- 
selves, “What is this thing called capital- 
ism?” Wrapped in that simple question 
lie most of America’s internal conflicts. 
And wrapped in the survival of “this 
thing called capitalism” lie most of Amez- 
ica’s external conflicts. Our enemies know 
that capitalism is what they are fighting 
about. In Russia Beria was dismissed and 
tried on the charge of “trying to reintro- 
duce capitalism’’—not on the thousands 
of murders he has committed. Cn our 
part, many of us don’t know what we are 
fighting for though we know what we 
are fighting against—at long last! 

We have become confused about capi- 
talism in the last twentv years. It has teen 
called many things: The force which cre- 
ated a great continent out of a raw wilder- 
ness; the incentive which converted us 


THE RIGHT TO HAPPINESS 
Likening business today to a republic, run by managers, 
themselves employes whose one way to satisfy stockholders, 
consumers and fellowworkers is to increase preduction as 
the best fortification against socialism, President Jervis J. 
Babb of Lever Brothers Company placed before the Ecc- 
nomic Club of New York these eleven rights of the ‘‘citizen 


of the business republic”’: 


(1) The right of freedom of choice; (2) the right to 
safe and healthful working conditions; (3) to earn a decent 
living; (4) to get equitable compensation for his work; (5) 
to share in the presperity of the business; (6) to carn se- 
curity; (7) equal opportunity to progress; (8) to be pro- 
ductive; (9) to understand; (10) freedom of speech; (11) 
the right to ‘‘belong.”’ 


Too little thought has been given, he said, to the cause 
and effect of human motivation, “the economics of happi- 
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from some 3,000,000 poor colonials to 
some 163,000,000 relatively wealthy peo- 
ple; the liberator of the people and their 
oppressor; the scourge of the underprivi- 
leged; and the friend of the overprivi- 
leged ; the creator of poverty and the cre- 
ator of wealth. Obviously capitalism can- 
not be all these things. But until our peo- 
ple determine what it is and why it is 
worth dying for, if need be, there will be 
no unity and our enemies will continue to 
divide ard defeat us. 

In a formal dictionary sense, capital is a 
noun—derived from the adjective capital 
stocks of goods—denoting the amount of 
property owned by an individual or a cor- 
poration at a given time as distinct from 
the income to be derived during that time. 
A capital account is different from an in- 
come account. In pure economic theory, 
capital is that part of a man’s stock of 
gocds from which he expects to obtain 
further revenue. In general, capital is an 
aggregation of economic goods used to 
promote the production of other goods. It 
is seed capital. It bears fruit in the shape 
of consumers’ goods on which our stand- 
ard of living depends. 

That is why [ prefer the bold bad word 
“capitalism” to the watered-down version 
called “free enterprise.’’ In the first place, 
enterprise never was free in the absolute 
sense. In the second place, the expression 
emphasizes the element of risk. Fear is 
implicit in risk capital. “oe is implicit in 
seed capital. Employment for our workers 
is implicit in both. Moreover many people 
simply don’t know the meaning of the 
word “enterprise.”” They know it is a pro- 
ject but they have li.tle realization that an 
economic enterprise calls for imagination, 
initiative, courage, energy and indifference 
to repeated failures. It is a bold and thril- 
ling undertaking and is fit to be enjoyed 
only by those disposed to engage in the 
hazards of competicion. 

Until recent years, such men and women 
have peopled the American scene. As a 
nation we have not been distinguishable 
by race, color, or creed. We have been dis- 
tinctively characterized by our willingness 
to assume great risks for the sake of great 
rewards. That is the essence of capitalism. 
Due to our experiments in socialism we 
have become weaklings. We want to play 
it cafe. That is the essence of socialism. A 
nation of timid industrious sheep existing 
at the political pleasure of a shepherd who 
styles himself arrogantly the sculptor of 
society. 

The lowest common denominators of 
capital are (1) raw materials, (2) the 
tools by which these are worked up into 
economic goods, (3) human energy, and 
(4) finished products. Raw materials and 
human energy are potential capital. Tools 
and finished goods are actual capital. The 
result of the interaction of these forces, 
plus self-denial, is left-over wealth or “‘sur- 
plus value’’ as the communists call it. The 
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Stock Options Have Tax Appeal to Executives 


AX-DESIRABLE incentive stock options, 
Tin contrast to compensatory options to 
purchase stock at bargain prices, are still 
available to executives, says J. H. Land- 
man, a New York tax attorney, in the Sep- 
tember issue of the magazine, Taxes. 

He points out that “the preferable in- 
centive stock options qualify as such sim- 
ply by the manifest intents of the corpora- 
tion and employe. In such cases, the 
imposition of the tax upon the executive is 
dahecred until he disposes of such acquired 
stock but at capital gains rates measured 
by the difference between his market and 
option prices. The executive runs no risk 


of loss. However, should the stock option 
prove to be compensatory in nature, then 
this differential constitutes fully taxable in- 
come upon the exercise of the option, but 
it is tacked on to the employe’s cost of his 
stock.” 

“The new so-called restricted executive 
stock options made possible by the Reve- 
nue Act of 1950, which also defers tax- 
ability until disposal of the stock, did not 
outlaw the more desirable incentive execu- 
tive stock options. As a matter of fact, 
restricted stock options are overrated as 
deferred compensation and tax minimiza- 
tion plans for executives,” says Landman. 
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“Restricted stock options were intended 
to eliminate the confusion arising from 
attempts made to convert the compensatory 
to the more tax-attractive incentive stock 
options. They have not only failed to ac- 
complish this,” declares Landman, “but 
they have created so many tax problems 
of their own that they are of questionable 
value as a means of tax minimization.” 

Landman also asserts that “the em- 
ployer is never entitled to a deduction 
with respect to the restricted stock trans- 
ferred to the employe and the employe 
receives no income at the time of its option 
grant or exercise. However, if the employe 
holds the acquired stock until at least two 
years after he received the option and for 
at least six months after he acquired such 
stock, part of the profit from its disposi- 
tion may be taxed as compensation if the 
option price was at least 85% and less than 
95% of the market price of-the stock at 
the time of the grant. The compensatory 
factor, if any, is tacked on to the option 
price of the stock for future disposition. 
If the employe’s option price is within 
5% of market value he enjoys capital 
gains.” 

The author also indicates that “em- 
ployes object to the limitation of the 
capital gain treatment to a 5% differential, 
to the danger of running afoul of the 85% 
to 95% ordinary income treatment if the 
fair market value of the corporate stock 
is underappraised, and to the long hold- 
ing period, for all of which the executive 
must invest considerable sums of money. 
The employer, too, finds restricted stock 
options uosepeing: It denies itself a 
current tax deduction when corporate tax 
rates are high in exchange for greater 
potential future corporate profits, which 
may never materialize. At Lest, restricted 
stock options are indicated only in publicly 
held corporations where the stock is sold 
on an exchange.” 

Stock warrants are recommended as a 
means of achieving tax. savings for execu- 
tives without running the danger of not 
qualifying as an incentive or a deferred 
taxable restricted stock option. Executives 
are thus assured of capital gains on the 
spread between the cost and selling prices 
of the stock warrants, he says. 

As an alternative for stock warrants, 
Landman suggests the sale of stock with 
limited and circumscribed rights to execu- 
tives. Bargain purchases may be taxable 
transactions but not when the stock is 
actually bought at fair market value be- 
cause of the limitations. Nor does the 
subsequent expiration of these restraints 
in themselves constitute a taxable event. 
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Northeastern U Research 
Bureau Is Reactivated 


Reactivation of the Bureau of Business 
and Economic Research at Northeastern 
University was recently announced by 
William C. White, vice president, and 
Roger S. Hamilton, dean of the College 
of Business Administration. 

The first project the Bureau will under- 
take will concern the interindustry labor 
mobility problem which has been studied 
by the Committee of New England of the 
National Planning Association. The study 
dealt with the re-employment of workers 
displaced from their jobs when textile 
mills or shoe factories either moved to 
other areas or were liquidated. 

A much broader study will be made by 
the new Bureau of this labor problem and 
the project will investigate many problems 
not done by the earlier study. Some of the 
problems to be analyzed by the Bureau in 
the initial project will include: 


1. Geographical migration and the ex- 
tent of it. 

2. Are the workers in the region’s cot- 
ton-rayon mills faced with this problem 
or is it limited to former woolen and 
worsted workers ? 

3. How serious is the problem in those 
communities specializing in the produc- 
tion of shoes ? 

4. Other problems concerning the gen- 
eral business cycle and business activity in 
general. 

It is anticipated that the first study will 
be ready for release in the spring of 1954. 


Dr. William H. Miernyk, recently 
named to the Northeastern faculty, has 
been appointed as the new director. 


New All-risk Records Insurance 


Valuable papers and records insurance 
and accounts receivable insurance, two 
relatively new types of protection for 
business, professional and government 
organizations, are explained in a new bul- 
letin released by the Security-Connecticut 
Insurance Companies of New Haven. 

Both these policies are reported to in- 
sure against practically all risks yet the 
rates are based on the fire insurance rates 
where the property is located. In most 
cases the actual rate per $100 of property 
insured is considerably less than the fire 
insurance rate. 

The valuable papers and records insur- 
ance pays an agreed amount for each noted 
record or the replacement of the unlisted 
records including both materials and 
labor. 

Accounts receivable insurance, it is 
stated, pays all sums due the insured from 
his customers which the insured is unable 
to collect because of loss of records of ac- 
counts receivable and includes the extra 
expense of collections—or establishing 
the amounts of the accounts—at that time. 
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Condensed Statement of Conditio 


RESOURCES 

Cash on Hand, in Federal Reserve Bank, and Due 2 © 

from Banks and Bankers - $ 678,498,137.81 7 4 
U. S. Government Obligations 742,993,429.92 © 
Loans and Bills Purchased ns. ree 1,405,297,410.79 © 
Public Securities i $36,891,804.20 t 
Stock of Federal Reserve Bank 9,000,000.00 ‘ 
Other Securities and Obligations 55,073,544.41 a 
Credits Granted on Acceptances 16,848,254.10 % 
Accrued Interest and Accounts © 

Receivable . . 14,263,824.36 é 
Real Estate Bonds and Mortgages 5,504,281.12 137,581,708.19 © 


n, December 31, 1953 





Bank Premises 
Total Riéeneeces 


LIABILITIES 








_8,228,033.93 © 
. $2,972,598,720.64 © 
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Surplus Fund. . 
Undivided Profits 


. $100,000,000.00 
200,000,000.00 
90,884,015.32 
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Regular. ; 
Extra 

Items in Transit with Foreign 
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Reserve for Expenses and T axes 
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23,71 
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. __2,426,362.55 
$ 18,630,875.79 


3,750,000.00 
2,500,000.00 
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10,562,829.12 
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. 2,520,952,092.61 
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A Postscript to the Operations Letter 


Editors, THE CONTROLLER: 

I read with a great deal of interest, the 
article by Paul L. Smith in the November 
issue of THE CONTROLLER on the subject 
of “The Operations Letter as the Control- 
ler's Medium of Expression.” 

I recently inaugurated the practice of 
including such a letter with my monthly 
financial statement$ to management. As I 
did not have a guide and very little experi- 
ence with this type of report, I was some- 
what at a loss as to the form and content 
the letter should have. 

My first efforts took the form of the in- 
troductory letter or general comments on 
financial statements, usually found in the 
annual reports of independent certified 
public accountants, as I have considerable 
experience in writing this form of report. 
I found, however, that this type of report 


had a tendency to become too dry and tech- 
nical and did not include the kind of in- 
formation needed to guide current opera- 
tions. I found, also, that it was necessary to 
change the form and content from month 
to month as new conditions developed or 
as a particular item needed analysis. 

I was still working in the dark, as it 
were, and puzzled as to the type and value 
of the report I presented. Management 
was pleased but I was not. It was, there- 
fore, with considerable relief that I read 
Mr. Smith’s article and found his Opera- 
tions Letter very similar to my own. 

With the thought in mind that other 
controllers may experience the difficulties 
I had and would welcome ideas on the 
subject, I am enclosing a sample of the let- 
ter I included with the monthly financial 
statements. The figures and other perti- 


nent data have been eliminated so as not 
to disclose confidential information. 

For a better understanding of the re- 
port, a little background is necessary. 
Somers, Fitler & Todd Company has been 
engaged in the wholesale business in Pitts- 
burgh for over 60 years. It represents more 
than 50 of the country’s leading manufac- 
turers of machinery and industrial sup- 
plies. It has been called the ‘Industrial 
Department Store,” carrying a complete 
line of products needed to equip and 
maintain Pittsburgh’s many mills, fac- 
tories and mines. Engineering services and 
specialists in the major lines are provided. 
There are no manufacturing problems in- 
volved and therefore, in the report, the 
emphasis is on sales and expense. 


ARTHUR A. HARVEY 
Comptroller 

Somers, Fitler & Todd Co. 
Pittsburgh, Pa. 


REPORT 
Month of October 1953 


Operations for the month of October 1953 resulted in a 
profit of $ before provision for federal and state income 
taxes. The latter amounted to $ leaving a net profit of 
$....... Of this amount, $ will be required for federal 
and state income taxes, leaving a net of $ for the nine 
months ended October 31, 1953. This represents about a... .% 
annum return on the total invested capital. 

Sales for the month of October increased in all departments 
by a total of $ over September as shown by the follow- 
ing summary: 

Increase 
or Decrease 


October 
1953 


September 
1953 





General Sales 
Safety Sales 
Machine Tool Sales 


There were more individual sales in October than in 
September, the major portion of the increase being made by Gen- 
eral Sales. A comparison of the number of sales and the average 
dollar value for each department follows: 


Month of 
September 1953 
Unit 
Sales 


Month of 
October 1953 
Unit 
Sales 


Average Average 





General Sales 
Safety Sales 
Machine Tool Sales 





Sales in all departments were above the average monthly sales 
and were well above the amounts necessary to break even in each 
department. These comparisons follow: 

Monthly Sales 


Necessary 
to Break Even 


Average of 
10 Months’ 
Sales 


Sales for 
October 1953 





General Sales $ 
Safety Sales $ 
Machine Tool Sales $ 


$ 


when compared with 





Operating expense declined $...... 
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the previous month. However, the previous month was higher 
than an average month due to the inclusion. of extra weekly 
pay rolls so that, for comparison purposes, the reduction in ex- 
pense was about $ The reduction was general throughout 
all accounts with the exception of Salesmen’s Traveling Expense 
which showed an increase of $ The increase was due 
primarily to the addition of three salesmen and to the reporting 
by two salesmen of expense for this and the prior month. How- 
ever, there were increases in most salesmen’s accounts. 

Salesmen, especially, should be aware of the relation between 
Sales and the expense to get these sales. By reference to the 
Budget Column of the Profit and Loss Statement, it will be 
noted that our Net Profit is 

Therefore, any item which effects the Net Profit 

can be stated in an equivalent amount of Sales. For example, the 
increase in Traveling Expense is equivalent to $ in Sales 
at the rate of the Expense times the ratio of Net Profit to Sales. 
In other words, every time a salesman spends $1.00 he should 
make an equivalent sale of $ 

It is quite obvious that should we increase our sales volume 
in this manner, the Net Profit would be much greater than the 
percentage shown above. This is because the fixed overhead 
has been absorbed by the original sales volume and additional 
sales above that amount would not require the same proportion- 
ate amount of operating expenses. Assuming that the additional 
sales could be made at one-half the amount of operating expense 
as the original amount, the net profit would be. . . .%. 

An analysis of working capital follows: 

Working Capital 

9/30/53 Increase Decrease 


Current Assets 


10/31/53 





Cash $ 
Notes Receivable 

Accounts Receivable 

Inventories 

Other Current Assets 





Working Capital 
Increase Decrease 


Current Liabilities 9/30/53 


10/31/53 





Notes Payable, Bank 
Accounts Payable 
Accrued Liabilities 








Working Captital 


Net Increase 
Ratio 








Notes Receivable increased because of the acceptance of notes 
in payment of machine tool sales. The increase in Accounts Re- 
ceivable was not so great as might be expected in view of the in- 
crease in sales indicating that the greater portion of the increase 
was paid during the month. Generally, collections are slower, 
the accounts containing .... days of daily sales as compared 
with .... days of daily sales at the close of the previous month. 
In an endeavor to combat this situation, collection procedures 
have been developed to contact the accounts more quickly and 
more frequently than in the past. 

A favorable trend was the reduction of inventory amounting 


eo ° a . . * . . . . . . . . . . 


The inventory now stands at $ 
1.87 times the monthly, sales. This is four-tenths above the stand- 
ard of one and one-half times the Sales. This standard could be 
attained by a reduction of minimum inventory quantity require- 
ments ; special efforts to turn over slow-moving stock; scrapping 
of obsolete stock; and an emphasis placed on direct shipments. 
In the previous month the inventory was 1.77 times the sales 
so that, comparatively, there was a slight increase in inventory 
when compared with the sales volume. This is further indicated 
by the rate of turn-over which was as compared with 
for the previous month. 


PLANS FOR SOUTHERN CONFERENCE OF CONTROLLERS INSTITUTE NEAR COMPLETION 


Executive officers and committee chair- 
men for the 1954 Southern Conference of 
Controllers Institute of America were 
photographed at a recent committee meet- 
ing at which plans were being completed 
for the program and related phases of the 
Conference. The Conference, scheduled to 
be held at the Roosevelt Hotel, New Or- 
leans, on Friday and Saturday, Feb. 19-20, 
is under the sponsorship of the New Or- 
leans Control. 

(Seated left to right) Reuben F. Gray, 
treasury manager, Shell Oil Co., Inc., vice 
chairman of the Conference and president 
of the New Orleans Control; W. 1. Mona- 
ghan, treasurer, New Orleans Laundries, 
Inc., general chairman of the Conference 
and furst vice president of the Control. 

(Standing left to right) Joseph Samuel, 
comptroller, New Orleans Roosevelt 
Corp., chairman of the Housing Commit- 
tee; George J. Springer, treasurer, Katz & 
Besthoff, Inc., Publicity Committee chair- 
man; Albin J. Ganier, comptroller, Pan- 
Am Southern Corp., Finance chairman; 
and Oswald J. Howat, assistant vice pres- 
ident, the Hibernia National Bank in New 
Orleans, chairman of the Arrangements 
Committee. 

Also active in the Conference planning 
are the following: Program Chairman Ger- 


Ce at fi-~ 


ABA NS. » 


ald L. Andrus, vice president, New Or- 
leans Public Service, Inc. ; Reception Chair- 
man Herbert S. G. Verlander, controller, 
Jahncke Service, Inc.; Registration Chair- 
man Jacques A. Livaudais, vice president 
and cashier, Progressive Bank & Trust 
Company ; and Speakers Hospitality Chair- 
man Jackson P. Ward, general auditor, 
Louisiana Coca-Cola Bottling Co. 


Members of the New Orleans Control 
and their wives have their calendars all 
filled from February 19 through the end 
of the Mardi Gras season. The Confer- 
ence will have a full and interesting 
program of meetings and technical ses- 
sions, as well as entertainment. Subjects 
on the program include: 

“Some Economic Consequences of Tax- 
ation and Business Spending’’; ‘Internal 
Control and Its Importance to Manage- 
ment’’; ‘Interpreting the Statements and 
Results of Business Operation and Man- 
agement”; ‘Current Progress in Electronic 
Systems of Handling Accounting, Cleri- 
cal and Statistical Data’; ““You Can Save 
Money on Taxes Now”; “Owning vs. 
Leasing’; Dr. Robert W. French, vice 
president of Tulane University, will be a 
featured luncheon speaker. 

On the lighter side, there will be cock- 
tails, a buffet dinner and dancing for mem- 
bers, wives and their guests on February 
19 and a luncheon on the 20th, with some 
light advice on ‘How to Laugh at Taxes.” 

Many of the members attending the 
Conference are planning to extend their 
stay in New Orleans to take advantage of 
the Mardi Gras season. The Sunday fol- 
lowing the Conference will have two 
Mardi Gras parades. Other members have 
indicated their intentions to use the Con- 
ference as part of their winter vacation 
along the Gulf Coast. 
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TAX PLANNING 
FOR FOUNDATIONS AND CHARITABLE GIVING* 


By William J. Casey, J. K. Lasser and Walter Lord 


Reviewed by GERARD J. EGER 
Secretary 
International Harvester Company 
Chicago 


This study should be welcomed by all 
who are concerned with the growing prob- 
lem of contributions or donations, either 
as donors (individual or corporate) or 
as one of the multitude of enlightened 
businessmen who give so much of their 
time to serving the many groups which 
raise and administer funds for various 
philanthropic purposes. 

The authors have used as their basis 
the well-established public policy to give 
income tax, gift tax, and estate tax sav- 
ings to those who surrender income and 
wealth for charitable purposes; and the 
survey was prepared to help individuals, 
corporations, and private groups make 
full use of such |e policy to afford 
tax savings on gifts and bequests for re- 
ligious, charitable, educational, and scien- 
tific purposes. 

The book shows how to plan a program 
which will not only help a worthy cause, 
but may also strengthen the donor's finan- 
cial position. It shows how to minimize 
the net cost of supporting religion, educa- 
tion, and charity through the proper tim- 
ing, the selection of property, terms of a 
gift or bequest, and many other factors 
which can influence greatly the true cost 
of contributions. 

The study brings out in detail how it 
may be to the advantage of an individual 
or a family to exchange property for a 
life income and how to give up income 
from property for a period of years if the 
property can be recovered for retirement 
needs. 

The authors also bring out how, by giv- 
ing ultimate ownership of a property to 
charity, the donor may achieve an estate 


*Published by Business Reports, Inc., Ros- 
lyn, N. Y. $12.50. 


income tax savings which will signifi- 
cantly increase the annual income avail- 
able during the life of a donor or his fam- 
ily beneficiary. 

The study is divided into three main 
parts and an appendix. Part I is directed 
to individuals and their advisers and 
shows why a family foundation may be 
the most effective way to keep an estate 
intact or to keep a business in the family, 
and how such an institution can preserve 
wealth for the accomplishment of pur- 
poses which can be valuable to the donor, 
as well as to society at large. It explains 
what objectives can be given the founda- 
tion so that both philanthropic and per- 
sonal needs are effectively served, and it 
tells how to live with current tax laws 
on unrelated income, unreasonable accu- 
mulations, and other pitfalls, to retain 
tax-exempt status. 

Part II is directed at corporations faced 
with the growing problem of charitable 
contributions, with special reference to 
the establishment of corporate charitable 
foundations and trusts. It analyzes the 
legal traps to avoid, it discusses the busi- 
ness questions of how much to give, how 
to allocate the donations, bow to make 
sure the firm is getting its money’s worth, 
and how to administer a sound program. 

Part III, while directed principally at 
charitable groups seeking to develop new 
ways to increase the flow of contributions, 
can be especially valuable to the business- 
man who is engaged in raising funds for, 
or administering the funds of, a philan- 
thropic organization. It explains the rela- 
tively low net cost of contributions under 
today’s tax rules and it analyzes the ad- 
vantages of the various methods of giv- 
ing; i.e., annuities, life insurance, real es- 
tate, securities, testamentary trusts, etc. Of 
real interest to anyone associated with a 
charitable group is the analysis of how to 
organize a charity so that it will remain 
tax exempt. 
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The appendix contains a series of ex- 
hibits, all of which are the products of ac- 
tual experience, illustrating the devices 
and ideas described in the survey. 

The authors, while perhaps giving un- 
due emphasis in the title to “tax plan- 
ning” for foundations and charitable giv- 
ing, point out that care must be exercised 
to not overemphasize the tax phase, and 
that it does not make sense to give away 
one dollar because it costs only 20¢ tax- 
wise, unless there is something the donor 
wants to do which is worth 20¢ to him. 

“Painless philanthropy is something 
like a painless dentist: It is almost never 
entirely painless and afterwards some- 
thing is missing. The hole is in one’s 
pocketbook instead of in one’s mouth.” 


AID, TRADE AND THE TARIFF* 
By Howard S. Piquet 


The availability of this new study by 
Mr. Piquet, who is senior specialist for the 
Legislative Reference Service, Library of 
Congress, and a student for the past 20 
years of our complex tariff problems, is 
particularly timely because of the recent 
deliberations of President Eisenhower's 
Commission on Foreign Economic Policy, 
of which the chairman is Clarence B. Ran- 
dall, board chairman of Inland Steel 
Company. That commission's task is to 
consider the various viewpoints involved 
with our tariff, foreign trade and foreign 
aid programs and to develop a report for 
the guidance of our Congress and the Ex- 
ecutive Branch. 

The volume under review considers the 
problems confronting the United States, 
including the so-called “dollar gap,” and 
presents in detail a full series of “com- 
modity digests” which account for four- 
fifths of all dutiable imports into the 
United States. 

Each commodity digest considers the 
nature of the commodity and its use as 
well as estimated increases of imports in 
the event of simultaneous, temporary sus- 
pension of all tariffs and quotas. 

For anyone interested in any phase of 
foreign economic policy discussions, this 
book can provide a most valuable source 
of information. 


* Published by Thomas Y. Crowell Company, 
New York, N. Y. $5.00. 


OTHER BOOK ENTRIES 


CAN RussiA SuRVIVE ? By F. B. Czarnom- 
ski. Philosophical Library, 15 East 40th 
Street, New York, N. Y. $2.75. 


THE Soviet IMPACT ON SocigTy. By 
Dagobert D. Runes. Philosophical Li- 
brary, 15 East 40th Street, New York, 
N. Y. $3.75. 


REASONABLE EXECUTIVE COMPENSATION 
IN DEFENSE INDUSTRIES. By C. Rich- 
ard Gunzer. Darden Associates, 1406 
G St., N.W., Washington, D. C. $3.00. 























Me SH TOPICAL LAW REPORTS 


© COMMERCE, CLEARING, HOUSE,.INC., 






“federal 
TAX GUIDE 
REPORTS 


For the Federal Tax Problems of the 
Average Business or Individual .. . 


Federal tax rules which have been consistently employed over the years 
become suddenly obsolete — by court decision, change in regulations or new 
legislation. Changes are numerous, oftentimes subtle. The volume and fre- 
quency of far-reaching developments in the field of federal taxes stir up ques- 
tions and doubts and problems that must be settled —and settled correctly, 


soundly, if mistakes and troubles, delays and difficulties are to be avoided. 


. . . But sound, dependable answers to the puzzling questions involved in 
significant federal tax changes call for a sound, dependable source of 
continuing facts and guidance... and here it is! 


Week after week, each issue of Federal Tax Guide Reports swiftly, 
faithfully hurries to subscribers the last word, the newest development, the 
latest twist and turn of events in federal taxation — of interest or importance 
in the everyday conduct of business and personal federal tax affairs. 


For CCH’s Federal Tax Guide Reports span the whole work-a-day world 
of federal taxation for revenue — statutes, regulations, rulings, court and 
administrative decisions, returns, forms, reports, instructions. Pertinent full 
texts, filled-in forms, detailed explanations, editorial comments and sugges- 
tions — plus a wealth of friendly hints, tips, knacks, and pointers, from week 
to week, make clear exactly what to do, and how and when and why. 


Concise, compact, understandable, here is the dependable reporter on the 
federal taxes of the ordinary corporation, the average 
individual, partnership, or business. Two Loose Leaf 
Compilation Volumes are included without extra 
charge to start new subscribers off on the right foot. AP) | et 
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ANYTHING WRITTEN, 
D OR DRAWN COP! 


PRINTE 


PAPER MASTE 


TYPED, 
ED ON TO 


RS FOR DUPLICATING 


XEROGRAPHY 


Saves Time, Cuts Duplicating Costs 
For Companies of ALL KINDS... 


There is no limit to the versatility of the dry, 
electrostatic xerography copying process in paper 
work duplicating applications, whether it's for an 
involved production order writing system, chang- 
ing a directory or parts list, or copying a long 
government report. Xerography is used by com- 
panies of all kinds large and small in thousands of 
applications copying forms, letters, charts, bulle- 
tins, sales manuals, engineering drawings, price 
lists, etc., for duplicating. Anything written, typed, 
printed or drawn can be copied on to paper 
masters by xerography with XeroX Lith-Master® 
copying equipment. 

An office girl can copy from one or both sides 
of original material in same, enlarged or reduced 
size onto a paper master for run off of multiple 
copies on an offset duplicator in 3 minutes. 

For use in diazo type machines, translucent in- 
termediates can be made from any original subject 
in the same speedy way. 


Write for “proof of performance” case his- 


tories showing how xerography saves time and 
thousands of dollars in duplicating costs for 
companies like yours. 


THE HALOID COMPANY 


54-78X HALOID STREET, ROCHESTER 3, N. Y. 
CANADA—the Haloid Company of Canada, Ltd., Toronto 2, Ontario 


TYPICAL USERS IN 
DIFFERENT FIELDS 


AIRCRAFT 
Bell Aircraft Corporation 


AUTOMOTIVE 
Ford Motor Company 


BUILDING MATERIALS 
National Gypsum Company 


CHEMICAL 
Ciba Pharmaceutical 
Products, Inc. 


EDUCATION 
University of Nebraska 


GOVERNMENT 
Federal, State, City 


INSURANCE 
America Fore insurance 
Group 
MANUFACTURING 
Wallace Barnes Company 


METALS 
Aluminum Co. of America 


OPTICAL 
Bausch & Lomb Optical Co. 


PETROLEUM 
Atlantic Refining Company 


PUBLIC UTILITIES 
Peninsular Telephone 
Company 





Accelerated Amortization 
Doubts Are Discussed at 
Accounting Conference 


The confusion over the accounting treat- 
ment of accelerated amortization is caus- 
ing managements of some companies to 
express doubt as to the wisdom of having 
their companies avail themselves of the 
use of accelerated amortization, according 
to Harold H. Scaff, vice president of 
Ebasco Services nano | and a na- 
tional director of Controllers Institute. 

Speaking at the Accounting Conference, 
Southeastern Electric Exchange, Asheville, 
North Carolina, recently, Mr. Scaff said 
that a review of the accounting require- 
ments of State Commissions and those 
proposed by the American Institute of 
Accountants and the Federal Power Com- 
mission shows the confused issues affect- 
ing the precent posi.ion of those electric 
utility companies that are using or con- 
sidering the use of accelerated amortiza- 
tion. 

In his talk, Mr. Scaff traced the period 
of confusion back to August 1951 when 
the Michigan Public Service Commission 
issued an order to the Detroit Edison Com- 
pany. He said that certain accounting 
entries were authorized at that time to 
record transaciions arising out of acceler- 
ated amortization of defense facilities on 
necessity certificates granted under Section 
124A of the Internal Revenue Code. 

Following issuance of that order, Mr. 
Scaff said, 28 other orders were issued by 
20 separate State Commissions. Of the 28 
orders, 26 followed the Michigan Com- 
mission requiring charges to the subac- 
count under Account 507—Taxes. How- 
ever, when it came to instructions regard- 
ing the credit resulting from such charges 
only six orders followed the Michigan 
order in requiring the creation of a special 
tax reserve. 

“IT can see some justification for man- 
agement expressing doubt over possible 
treatment of accelerated amortization in 
rate-making process,”’ Mr. Scaff said, ‘‘but 
I fail to see what specific bearing account- 
ing treatment can have on financial results 
from such amortization unless we throw 
in the sponge and agree that bookkeeping 
results, which are historical, should be the 
basis for rate regulation, which should be 
exercised on a forward-looking basis. 
Since I, for one, am not willing in the least 
to make such a concession, my concern 
rests mainly on the treatment of acceler- 
ated amortization for rate-making pur- 
poses. 
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Executive Incentive Compensa- 


tion and the Controller 
(Continued from page 61) 


FACTUAL YARDSTICKS 

Sound judgment of individual profit 
contribution is the critical element in a 
successful incentive plan. This judgment 
needs a more solid basis than the color of 
a man’s hair provides. It needs facts bear- 
ing on the performance of the individual 
executive that tie in with the responsibili- 
ties of his job. 

For example, a top production execu- 
tive’s profit responsibilities might be listed 
in part as follows: 

1. Unit costs, by product, in terms of a 
budget ; 

2. Quality of product, in terms of re- 
jections and complaints ; 

3. The meeting of delivery schedules; 
and 

4. The utilization of facilities for low- 
est cost production. 


Under each of these headings—and 
there obviously would be others—a num- 
ber of factual yardsticks could be devel- 
oped to reflect performance. It would be 
a case of cut and fit, try and reject. 

The same analytical process could be 
repeated for other top executive positions, 
always with the objective of setting up 
factual guides for judging performance 
within the responsibilities of the job. 

As the tremendous productive capacity 
of industry rolls along in high gear, com- 
petitive problems are certain to increase. 
When this happens, management must 
separate the men from the boys and pro- 
vide reasonably accurate means of recog- 
nizing the men at an early age, and bring- 
ing them along faster to positions of top 
responsibility. 

An_ effective _incentive-compensation 
plan practically forces management to 
follow sound principles of executive de- 
velopment. Since the bonus will reflect 
profit contribution, ability will be favored 
over years of service. Since promotions 
will be used as an incentive spur, the best 
men will move ahead. 

If this diagnosis is even approximately 
correct, executive incentive compensation 
will be increasingly used. 


THE ROLE OF THE CONTROLLER 

I don’t know of anyone in management 
equipped to develop yardsticks of per- 
formance except the controller. (Note 
well that I am wor referring to measures 
that compare one executive with another 
on a statistical basis, just yardsticks that 
aid in sound judgment.) 

The controller already has important 
responsibilities in assisting top manage- 
ment in the conduct of a profitable busi- 
ness. But I misread the signs if the great- 
est opportunity facing the controller today 
doesn't iie in developing the means for 
appraising executive performance. 
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When they folded everything by 
hand, Suzy had to take a lot of time 
out from her regular office work to 
do the job. 

Three or four times a month there 
were thousands of sales letters, bulle- 
tins and announcements to take care 
of and Suzy could do only about six 
hundred per hour. Then someone 
told her boss about the Pitney-Bowes 
folding machine. When he found out 
how much time, trouble and expense 
it could save, Suzy’s hand-folding 
chores were gone, forever. 


Hanp-Fo.pinc is a dull, dreary, 
time-consuming chore...a dumb job, 
to put it bluntly. No job for a self- 
respecting human, but a push-over 
for the Pitney-Bowes FH Model. 
Every office, even the smallest, can 


PITNEY-BOWES 


Folding Machines: & 


Ra TW 


How to do 


a dumb job 
the smartest way 





Move indicator knobs to widths 
wanted... And it’s ready to go! 


profitably use one. With semi-auto- 
matic feed and electrically driven, 
it is fast, accurate and easy to 
operate; can make two folds at a 
time; can double-fold up to 5,000 
sheets an hour; makes eight different 
folds in sheets from 3 x 3 up to 8% 
x 14 inches, and of many different 
paper weights. Folds sheets stapled 
together, too. 

In only a few seconds, by simply 
moving two knobs to adjust for the 
folds you want, the FH can be set 
for any job. 

It is not much 
standard typewriter, and it costs less! 
A great little worker, it quickly pays 
for itself. Ask the nearest PB 
office to show you—or send i." 
the coupon. 


larger than a 





Fully automatic model 
FM folds up to 19,000 
sheets per hour. 


Few ee er we eeeee@ee 


I PITNEY-Bowes. INC. 
3011 Pacific St., Stamford, Conn. 


Send free booklet on Folding Machine: 


I Name 





1 Firm 





1 Address 
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Made by Pitney-Bowes, Inc. . . . originators 
PE of the postage meter ...93 branch offices, 

with service in 199 cities in U.S. and Canada. | 
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How to Pay for Pensions: Deposit 
a Fixed Percentage of Company Profits 


(Continued from page 65) 


80% of the initial pay roll (i.e., $415,- 
000). Observe that an 80% past-service 
liability on a .75% pension is the equiva- 
lent of a 106.7% past-service liability on a 
1% pension—.75 of 106.7 equals 80. 
Note, also, that 3% interest accrues each 
year on the outstanding balance of the 
past-service liability. 

Table I shows that the company started 
off with a $42,000 contribution to its pen- 
sion plan, of which $14,000 went on “‘nor- 
mal” costs while the balance of $28,000 
was used to reduce the past-service liability 
from $415,000 to $399,000. However, the 
company is assumed to suffer losses during 
the years 1956 through 1959 and thus 
makes no contribution to the plan. More 
correctly, it decides to suspend payments 
to the pension plan during those difficult 
years even though it may actually have 
netted small profits. The outstanding bal- 
pension formula instead of the full 1% we ance of past-service liability thus rises dur- 
have been discussing. But still put aside ing these years to a high of $408,000. 
20% of profits each year and thus build up Thereafter it falls again to its final figure 
a cushion of overpayments in the years pre- of $362,000. 
ceding the slump. The table represents an essentially re- 

Without any suggestion that we are pre- _ alistic picture of what might happen to 
dicting a slump, let us illustrate what Company L after it adopted a pension plan 
might happen to Company L if it had in 1950 and ran into a severe slump five 
adopted this procedure in 1950 and oper- years later. Notice that it would have been 
ated for the following 15 years with the no better off financially if it had adopted a 
pay rolls shown. trusteed profit-sharing plan based on 20% 

Note that the cost, for each new em- of its profits annually. In fact, it might 
ploye, of the .75% pension is 2.625% have had to make contributions to the 
(namely, .75% of 3.5%) of pay roll, and profit-sharing fund out of its “marginal 
the past-service liability is assumed to be _ profits” in 1955-59. 


product. Judging by the last depres- 
sion, the fall in the production of 
furniture—-and thus in the pay roll 
of furniture manufacturers—might 
be of the order of 50%. 


We thus revert to Company L and as- 
sume that the worst that could happen is a 
slump in which the demand for its prod- 
ucts is so reduced that its pay roll sinks to 
50% of its present figure of $662,000— 
less than this in the first year or two of the 
slump. If the cs Sr were working to a 
20% allocation of profits to the pension 
plan, 20% of $88,000, i.e., $17,600, 
would represent only 5% of pay roll—and 
this vi might persist for several years 
and exceptionally, might even fall lower. 

How, then, should the company prepare 
for this contingency? Very simply. Grant 
the employes, say, a three-quarters of 1% 


TABLE | 
Amount 
required for 
“normal” 
pension costs 
(2.625% of 
pay roll) 


(000’s) (000’s) (000’s) 


$209 $42 $14 
208 42 16 
207 4] 17 
220 44 16 
220 44 16 339 


171 13 328 
. 10 348 

9 367 
9 387 
9 408 


122 10 406 
146 12 401 
171 13 392 
1963 550 196 14 379 
1964 600 220 16 362 


* Any arbitrary /osses may be inserted here without affecting the pension plan. 


FEBRUARY 1954 


Outstanding 
balance of 
past-service 
liability after 
company 
contributions 


(000’s) 


$399 
385 
373 
356 


Profits: 
Actual 
or by 
formula 


20% of 
profits 


Year Pay roll 


(000’s) 
$519 
597 
662 
600 
600 


500 
400 
330 . 
330 ° 
330 2s 
400 
450 
500 


1950 
1951 
1952 
1953 
1954 


1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 





THE CONTROLLER 





82 


TAX CONSIDERATIONS 

The only questions left are: How far 
will the Internal Revenue Service go in 
allowing a company to operate its pension 
plan in the way we have sketched? Will it 
permit a company to put large contribu- 
tions into a fund in one year and very small 
contributions into a fund the next? Or 
rather, if a company adopts such a system 
of payments, will all its contributions be 
tax-deductible? Although there are some 
reservations to be made, the answer to 
these questions is, broadly, “‘yes.” 

The Treasury’s main function is to see 
that a company has installed its plan in 
good faith and intends to pay pensions as 
they become due. Suppose the company 
starts funding in advance and thus takes 
advantage of the tax-deductibility feature 
of these contributions. The Treasury's duty 
is to make certain that the company is not 
merely avoiding taxes in high-tax years by 
building up a fund which will be utilized 
mainly for the benefit of present execu- 
hives. 

Therefore, once a company has em- 
barked on a system of advance funding, it 
must continue this practice unless it can 
show very good business reasons for being 
unable to do so. 

However, the Treasury has laid down 
rules which permit great flexibility for 
liquidating past-service liabilities in a pen- 
sion plan. Suppose that the calculations 
have shown that the percentage of a typical 
employe’s pay necessary to support the 
pension and other benefits of the plan is 
3.5%. This must be paid from the moment 
he joins the company until he severs em- 
ployment, dies, or retires due to disability 
or attainment of age 65. This 3.5% is 
called the ‘‘normal” cost of the plan. 

The Treasury has held that an employer 
may pay his normal annual percentage of 
pay roll—3.5% in the example just men- 
tioned—and, in addition, up to 10% of 
the initial past-service liability. 

Suppose that the company had a past- 
service liability of 80% of pay roll. The 
maximum amount payable in the first year 
of the plan would be 3.5% of pay roll plus 
10% of 80% of pay roll—a total of 
11.5% of pay roll. 

Suppose, however, that the company 
had decided to leave this initial past-serv- 
ice liability outstanding. It would appear 
that it would merely have to pay the 3.5% 
normal annual cost in the first year of the 
plan. But this overlooks the fact that the 
past-service liability is a debt to the pen- 
sion trust fund—just like a sum of money 
borrowed from a bank. Unless interest is 
paid regularly, the sum increases with un- 
paid interest. 

In the light of these explanations the 
Treasury's rules for tax-deductibility of a 
company’s contributions are very simple. 
We consider, first, the “maximum.” A 
company may contribute as large a sum as 
it pleases to its pension fund. Over a pe- 











riod of years, the whole of this sum will 
be tax-deductible. In the first year, how- 
ever, the maximum deduction will be the 
11.5% of pay roll already computed. In 
the second year, a further 11.5% of pay 
roll will be deductible; and so on. It is as- 
sumed, of course, that no major changes in 
pay roll have occurred in the meantime. 
These might result in changes in the maxi- 
mum percentage otherwise deductible. 

In general, then, the maximum amount 
of company contribution made in any 
given year, or previously, which is tax-de- 
ductible, is the normal cost plus 10% of 
the initial past-service liability. 

We now ask: What is the amount of 
contribution which a company must make 
if its plan is to remain qualified for tax de- 
ductions? 

The Treasury has ruled that a pension 
plan would be /iable to disqualification if 
its outstanding balance of the past-service 
liability (the last column of Table 1) rose 
above its initial figure. For example, in the 
case of Company L the initial past-service 
liability was $415,000 and, after some 
se of reduction, rose again to $408,000 

y the end of 1959. 

If, through failure to pay sufficient con- 
tributions, the amount of the unfunded 
past-service liability ever exceeded the ini- 
tial figure of $415,000 the plan would, 
theoretically, be liable to disqualification. 
However, we believe, that in the circum- 
stances mentioned—a nationwide slump 
—the Treasury would take a very lenient 
view of any such excesses. In fact, pro- 
vided a company can show consistent good 
faith the Treasury would be unlikely to 
disqualify a pension plan on the grounds 
of arrears of contributions alone. 


SUMMARY 

We have asked how a company can pay 
for pensions by depositing a fixed percent- 
age of its profits. It is now clear what the 
answer is. The only way to decide on this 
level is to investigate the profit-pay roll re- 
lationship for that company during the 
past 30 years. In particular, the years of the 
Great Depression should be included in 
the figures. 

Experience with this type of analysis has 
led to the following conclusions: 


1. Pensions may be paid for in average 
years by contributing to a trust fund 
a fixed percentage of profits-before- 
taxes. 

2. In order to meet the contingency of a 
serious depression the pension level 
should be set below that indicated by 
the analysis and the opportunity 
taken to build up a cushion of over- 
payments. This cushion enables the 
company to skip contributions alto- 
gether in years of low profits or of 
losses. 


In fact, a properly designed pension plan 
can be financed by the company on a profit- 
sharing basis. 


THE CONTROLLER * FEBRUARY, 1954 





Protect your Business 
with American Surety’s 


+D policy! 
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But you can protect yourself by just 
calling our nearest agent. He’ll 
show you how our 3-D policy works! 


Call him now—or write Agency & Production Department for his name. 
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Open Letter to Controllers 


Dear Sir: 

Generally speaking, it costs more to sell some products than others; it 
costs more to sell to a small customer than it does to the government, to the 
chain store or to quantity buyers. 

Yet manufacturers and wholesalers have been unable to construct selling 
prices which reflect marketing costs in proportion to varied products, dif- 
ferent classes of customers or various sizes of orders. 

The Federal Trade Commission has just appointed a committee to 
study the little-known subject of DISTRIBUTION or MARKETING 
COSTS. This is one reason, among others, that my 384-page book 
“PROFIT ANALYSIS, DISTRIBUTION COSTS, WORKING 
PAPERS” is timely, and of particular interest to you and to your company. 

My book shows how to: 

1. arrive at accurate sales prices to customers, by distributing market- 
ing expenses proportionately to the product, type of customer, size 
of order; 

. establish justifiable cost differentials within the meaning of the 
Robinson-Patman Act; 

. control the expenditures of marketing and distribution costs; 

. foster greater employee efficiency awareness throughout the entire 
organization; 

5- obtain instructive profit or loss reports on each individual product, 
in a form admissible to effective managerial corrective action; 

). prepare significant, simple, forward-looking, objective accounting 
reports primarily for the use of the men who operate the enterprise 
or individual departments thereof; 

. secure higher profits through better product sales mixture, inven- 
tory control, etc. 


“Profit Analysis” off the press in July 1953, is the FIRST how-to-do-it 
manual to present by means of a NEW and ORIGINAL technique an 
economically workable method of allocating, reporting and controlling 
marketing costs. 

“Profit Analysis” has the blessings of the Journal of Accountancy, the 
New York Times, the New York Certified Public Accountant, Dun’s 
Review, Leon Henderson (formerly of the O.P.A.), and prominent cor- 
poration executives. 

Order your copy today. Just fill out and mail with following order blank. 


MR. FREDERICK M. EISNER 
70 Linda Avenue, White Plains, New York 

Please send us a copy of the Limited Edition Printing of “Profit Analysis, Distribution 
Costs, Working Papers” . the new and timely 384 page book on Managerial and 
Sales Price Accounting. We are enclosing Ten ($10) Dollars to cover cost of printing, 
research, distributing and shipping. If we don’t get at least one useful idea out of this 
book, you agree to refund our remittance if we return the book within 10 days of receipt. 


Attention of ... 
Address: 
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Compensating Key Men 


Six goals of Executive Compensation 
were presented in the June and July issues 
of Dun’s Review by J. K. Lasser and 
Meyer M. Goldstein who pointed out in 
the article that ‘American business hopes 
to get for the executive one or more of six 
goals of executive compensation, namely: 


1. Maximum security at retirement, dis- 
ability or death 

2. Maximum hedge against inflation 

3. Perhaps no tax at all to the executive 

4. If taxed, capital gains instead of or- 
dinary income tax rates, where possible 

. If capital gains not possible, deferral 
of taxes with a hope of subsequent 
lower tax brackets 

. To have the employer assume all the 
cost of the employe enforced by his 
job. 


To obtain these six objectives, the au- 
thors pointed out, an audit of manage- 
ment compensation is necessary. Recent 
tax bills, they added, have stimulated 
such audits through liberalization in six 
new sections including: 


1. No income tax to the employe on the 
unrealized appreciation in value of 
company stock in a pension or profit- 
sharing trust 

. The former includes the appreciation 
due to the employe’s own contribution 

3. The tax-free estate building in the 
spin-off provisions whereby the new 
law permits the stockholders to sell 
stockholders’ stock of a new subsidiary 
which gives him a significant stake in 
a smaller property with large accrual 
potential 

. An opportunity for capital gain under 
contingent contract arrangements for 
an executive with 20 years’ service of 
which 12 have had a past service or 
commission contract which extends be- 
yond his retirement for 5 years 

. A new right to give up to $5,000 of 
death benefits, income tax free, to the 
family of a deceased employe as part 
of an employment contract 

. Allowing an executive's estate to re- 
ceive tax-free cash in redemption of 
stock up to the amount of estate tax 
liability if the stock is more than 35% 
of the executive's gross estate. Thereby, 
the executive and his estate can realize 
the increased value without capital gain 
or income tax. 


Such a compensation audit, the article 
in Dun’s Review indicated, should include 
an analysis of each of the following eight 
items of compensation: 


1. The best use of pension and _profit- 
sharing plans 

. The best use of various group insur- 
ance plans 

. Use of split-dollar insurance where in- 
dicated 
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. Using $5,000 income tax free death 
benefit 

5. Stock options 

6. Using special classes of stock for capi- 
tal gains opportunity 

7. Deferred compensation arrangements, 
perhaps at capital gain rates 

8. Employer programs to help personal 

budget of executives regarding per- 

sonal costs increased by employer re- 

quirements. 


Rule Allows Pension Plans 
To Include Life Policies 


A new tax ruling by the Internal Reve- 
nue Service has opened the door for broad 
use by business and industry of profit-shar- 
ing retirement plans with life-insurance- 
investment features, it was announced 
during January. This action makes pos- 
sible the use of ordinary life-insurance 
contracts as investments by trustees in ad- 
ministering tax-exempt profit-sharing re- 
tirement plans. It follows long considera- 
tion by the Service of a typical retirement 
plan with life-insurance-investment as- 
pects submitted by the American Life 
Convention and the Life Insurance Asso- 
ciation of America. 

The life organizations had requested a 
ruling that such a plan qualifies for tax- 
exempt status under Section 165 (a) of 
the Internal Revenue Code. The plan pro- 
vides for investment in ordinary life poli- 
cies by trustees of up to 50 per cent of the 
business profits allocated by an employer to 
an employe profit-sharing plan, and for 
conversion of the life-insurance policies 
to retirement-income contracts when the 
worker retires, it was said. 

Earlier rulings by the Internal Reve- 
nue’s pension trust division held that simi- 
lar plans did not qualify for tax-exeinpt 
status under the Internal Revenue Cade. 
This new ruling, however, was issued at 
top levels within the I.R.S. and promul- 
gated by Internal Revenue Commissioner 
T. Coleman Andrews in a letter to the life- 
insurance organizations. 

With its new tax-exempt status, the 
plan provides great flexibility in the crea- 
tion and administration of profit-sharing 
plans, insurance officials said. 



















“He took so much office work home, 
he has to do his homework at the office!’ 
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full information on any specific risk. 
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The Outlook for Business 


Summary of an address delivered by Dr. Marcus Nadler 
before the New York City Control of Controllers Institute 
at the Hotel Commodore, New York, January 18, 1954. 


j hp DECLINE in business activity during 
the past few months accompanied by 
an increase in unemployment and a de- 
crease in corporate profits has created con- 
siderable confusion. Some believe that the 
decline will degenerate into a considerable 
recession in business activity. Others, on 
the other hand, maintain that the read- 
justment is practically over and that busi- 


ness activity during 1954 will probably be 
the second highest in history in peacetime. 
Predictions are hazardous because a great 
deal depends on the psychology of the 
people. This is particularly true in the 
United States where the standard of living 
is high and where optional purchases form 
a considerable percentage of total con- 
sumer expenditures by individuals. 
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Get More for your Consulting 
Dollar 


More than 1300 consulting firms in the United States com- 
pete for the privilege of solving management’s problems—in 
marketing, in pensions, in employe relations, wage administra- 
tion, tax handling, records management and numerous other 
fields. Do YOU know how to select the right advisors for 
YOUR company? Once they are chosen, do you know how to 
work with them for best results? The Controllership Founda- 


BUSINESS CONSULTANTS—THEIR USES AND LIMITATIONS 


gives the answers to these questions in its analysis based on 101 
interviews with 61 representative companies in 25 cities. 

This report not only tells how to pick the right consultant 
but also how to preplan and keep in touch with each project 
until it is completed satisfactorily. Among major topics are: 


Pertinent Facts About Consultants 

Why Do Companies Use Consultants ? 

Why Do Companies Avoid Using Consultants ? 
Choosing a Consultant 

Getting a Good Job Done by the Consultant 


Especially valuable, users of this manual say, are the model 
letters of agreement and confirmation which it contains clarify- 
ing and crystalizing the consultant-client relationship. 


Get more for your per diem outlays. Order your copy today! 
Price $3.00. ($1.50 to members of Controllers Institute) 


CONTROLLERSHIP FOUNDATION, 
Research Arm of Controllers Institute 
ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 
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INC. 




















In view of this uncertainty the follow- 
ing facts will be helpful in gauging the 


future: 


1. The economy of the United States is 
sound and growing. No credit abuses of 
any consequence have occurred. While 
private indebtedness has increased consid- 
erably it is not cut of line with disposable 
income nor with the huge savings of the 
people. 

2. The economy of the United States is 
becoming increasingly dynamic. Not only 
is the population increasing at a faster rate 
than was thought possible during the 30's 
but the standard of living of the people 
has risen and economic security today is on 
a much broader basis than ever before. 

3. Huge sums are being spent annually 
on research which leads to the creation of 
new products and new wealth and which 
acts as a great stimulus to business activity. 

4. The Government, through the timely 
use of its quantitative and qualitative con- 
trols over credit and capital, can exercise a 
strong influence on business sentiment and 
on business activity. 


While business activity will be lower in 
1954 than in 1953 and while unemploy- 
ment will be somewhat higher, the United 
States is not headed for a serious recession. 
The present readjustment will be particu- 
larly felt by those who are unwilling to 
forget the sellers’ market, whose manage- 
ment is inefficient and who cannot adjust 
to keen competition. 

Economic conditions as they are today 
and will prevail in the next few months 
constitute a rolling readjustment tempo- 
rarily aggravated by inventory liquidation. 
Within a relatively short period of time, 
however, this readjustment will be com- 
pleted. Inventories will again be in line 
with sales, consumer indebtedness will be 
lower and the foundation will be laid for 
a renewal of the uptrend in business, 
which, based on the dynamism of our 
economy, should lead to higher levels in 
the not-distant future than have prevailed 
in the immediate past. 


States’ 2,868 Tax Law Changes 
Set All-Time Record 


Busy state legislatures ground out a 
startling total of 2,868 changes in tax laws 
to set an all-time record in 1953, accord- 
ing to an annual legislative review by Com- 
merce Clearing House. The year’s sessions 
provided nearly twice as many important 
tax actions as were made in 1951, when a 
previous high number was passed. This 
comparison was made after discounting 
license changes and minor property tax 
laws. 

One downward trend was indicated 
when four states—Idaho, Maryland, New 
York and South Dakota—cut personal in- 
come taxes and Iowa made a temporary 
deduction permanent. Delaware, however, 
raised its income levy. Corporation in- 
come taxes in general went higher. 
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LONG SHOTS & CLOSEUPS WITH THE 


Hamilten, Ontarie 


(ABOVE LEFT) 

The fifth anniversary of the Hamilton 
Control was celebrated by 18 members and 
17 guests which included a delegation of 
eight from the Toronto Control, five from 
Buffalo, one from Detroit and three from 
the National Executive group. On hand to 
join in the celebration on December 10, 
1953 at the Hamilton Club were: (Stand- 
ing left to right) Malcolm S. Sutherland, 
secretary-treasurer, Burlington Steel Co., 





Limited, Hamilton (director and past 
president of the Control, 1952-1953); 
C. R. Fay, comptroller, Pittsburgh Plate 
Glass Co., Pittsburgh (vice president for 
Region IV, Controllers Institute) ; Stanley 
E. Le Brocq (retired, national director of 
Controllers Institute and past president of 
the Control, 1950-1951); J. M. Thomp- 
son, vice president and comptroller, Cana- 
dian Westinghouse Co., Ltd., Hamilton 
(past president of the Control, 1951- 
1952); and Paul Haase, managing direc- 
tor, Controllers Institute. 





CONTROLLER CAMERA 


(Seated left to right) George W. 
Schwarz, vice president and treasurer, Wy- 
andotte Chemicals Corp., Wyandotte, 
Michigan and 1953-1954 president, Con- 
trollers Institute; G. E. Grundy, vice 
president, Studebaker Corp. of Canada, 
Ltd., Hamilton (1953-1954 president of 
the Hamilton Control); and W. B. Gay, 
vice president, comptroller and treasurer, 
International Harvester Co. of Canada 
Ltd., Hamilton (past president of the 
Control, 1948-1950), who presented the 
Control with a gavel inscribed with the 
names of all past presidents. 

Mr. Le Brocq was honored by his fellow 
Control members in recognition of his 
work on behalf of the Hamilton Control 
and the national organization of Control- 
lers Institute. 

Toronto Control presented the celebrat- 
ing Hamilton Control with an anniversary 
birthday cake. 

Hamilton Control now has a member- 
ship of 35 men (August 31, 1953). 


Mentreal, Quebec 


(BELOW) 

The fifth anniversary of the Montreal 
Control of Controllers Institute was cele- 
brated at a dinner meeting held at The 
Mount Stephen Club on December 15, 
1953. Sixteen were present. 

Control President J. W. Tait presided 
and gave a brief summary of the formation 
of the group and read a list of the initial 
officers, directors and charter members. 

Greetings were extended from National 

(Continued on the next page) 








LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


MONTREAL (Continued from page 87) 


Headquarters by A. H. Wiedeman, Com- 
mittees Secretary of the Institute, who re- 
viewed the history of the Institute briefly, 
emphasizing the contributions made by 
Frank Capon as national director and also 
as chairman of the Long-Range Planning 
Program dealing with the co-ordination 
between the Institute and Controllership 
Foundation. 

Ray Taylor's contribution on this year’s 
Committee on Ethics and Eligibility Stand- 
ards was cited and there was mention of 
the formation and potential of the new 
Committee on Canadian Affairs. 

Following a short talk, Cecil Davis took 
over as discussion leader on capital cost 
allowances which parallels our depreci- 
ation. During the culo’ Mr. Wiede- 
man was called upon on several occasions 
to make a contribution by indicating the 
problems in this area as they exist in the 
United States and to give the attitude of 
government representatives regarding de- 
preciation schedules as set up by taxpayers. 

Montreal Control now has a member- 
ship of 46 men ( August 31, 1953). 


Portland, Onegou 


(ABOVE RIGHT) 

The 10th anniversary of the Portland 
Control of Controllers Institute was ob- 
served at a dinner meeting on November 
13 at which Paul Haase, managing direc- 
tor of Controllers Institute, was the 
speaker. Mr. Haase had attended the or- 
ganization meeting of the Control in 
1943. The first president of the Control 
was R. E. Brennan, who subsequently 
served as a national director of the Insti- 
tute, 1950-1953. 

The present officers of the Control are 


Clyde R. Dean, assistant treasurer, Electric 
Steel Foundry Company, president; G. 
Howard Wells, controller, Sprouse-Reitz 
Co., Inc., vice president; Don C. Hosler, 
manager, Material Control & Economic 
MFG Quantities, The Hyster Company, 


secretary-treasurer. 
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Directors include H. K. Merrill, comp- 
troller, Timber Structures, Inc.; Donald 
T. Nelson, controller, Standard Insurance 
Co.; Richard H. Pursifull, financial vice 
president and director, White Stag Manu- 
facturing Co.; and R. M. Thompson, con- 
troller, Montgomery Ward & Co. 


Kansas City 


(CENTER AND LEFT) 

The Kansas City Control of Controllers 
Institute held its 15th Anniversary dinner 
party on Friday evening, December 11, 


1953 in the Florentine Room of the 
Kansas City Club. Twenty-seven members 
and their wives convened at the cocktail 
hour beginning at 7:00 o'clock. 

Eleven of the 14 past presidents were in 
attendance and were introduced with their 
wives following a brief review of the Con- 
trol’s activities from its inception given by 
Donald A. Robertson (current president), 
controller and assistant secretary, Pan- 
handle Eastern Pipe Line Co. 

Kansas City Control now has a mem- 
bership of 82 men (August 31, 1953). 












Mutual Solutions for 
Labor-Management 


Those who practice “‘the relatively new 
and difficult art of personnel relations’ are 
the “vital men in the middle” whose ‘‘un- 
enviable but challenging task is to con- 
vince both management and employes that 
there are paths to agreement if they will 
only seek them in good faith,” Walter H. 
Wheeler,. Jr., president of Pitney Bowes, 
Inc., Stamford, Conn., declared in ad- 
dressing the 30th Pacific Coast Manage- 
ment Conference of the California Per- 
sonnel Management Association recently 
held in Berkeley, California. 

Citing the progress which labor and 
management have made in meeting mutual 
problems in recent years, Mr. Wheeler 
said: 

“We are coming to the recognition that 
the human problem in industry is basically 
one that must be solved by the human 
heart. Intelligent techniques are valuable 
only to the extent that they are motivated 
by the heart, and are sincere.” 

“It is just as hard for you in personnel 
relations to articulate and make this con- 
vincing to management, from foreman to 

resident, as it is for the wise and responsi- 
le labor leader to convince his members 
of the facts and conditions of life.” 

People who manage, he said, must be 
persuaded that the same individual who 
resists and foments rebellion against au- 
thority can be transformed into a person 
who co-operates for the common good. 

“It’s a difficult thing to get across to a 
foreman or supervisor that the secret of 
real leadership is character,” Mr. Wheeler 
declared. “It is not easy to convince a 
manager of men that conformance which 
is won by force is not leadership, but tyr- 
anny ; that the more we trust employes with 
all the facts, the more they are inclined to 
accept our judgment and decisions ; that by 
consulting with employes we don’t risk 
losing prerogatives, but actually restore 
faith. 

“All this is admittedly hard to do. And 
yet, we must everlastingly work at it, if 
our free and responsible business system 
is to continue.” 


NLRB Speed-Up 


Doubles Decisions 


The National Labor Relations Board 
turned out a “‘speeded-up” average of 42 
decisions each month during the first five 
months of 1953 in contested unfair labor 
practice cases, according to a Commerce 
Clearing House report. This doubles the 
monthly average of 21 cases during the 
whole of 1952. In 1946, the average was 
only 15 decisions per month. The NLRB 
also reduced the average time required to 
hear and decide such cases from 447 days 
per case in 1952 to 322 days per case in 
April and May of 1953. 
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Sunday eve. 


MARCH 21 


Monday A.M. 


MARCH 22 


Election of National Directors, interim Committee Reports and 


Wareh 21, 22, 23, 1954 


Sponsored dy THE DISTRICT OF COLUMBIA CONTROL 


OF AMERICA 





PROGRAM 


RECEPTION AND DINNER 
for members, wives and guests 


* 


ANNUAL MEETING OF MEMBERS 
CONTROLLERS INSTITUTE 


other business. 


Speakers: Rowland R. Hughes, Deputy Director, Bureau of Budget 
and Ralph H. Demmler, Chairman, Securities and Exchange Com- 


mission. 
Monday NOON 


Monday >, 


Subject Z 


TAXATION. 


TECH 


NICAL SESSION 


LUNCHEON 


TECH 


NICAL SESSION 


Speaker: Seymour S. Mintz, Hogan and Hartson. 


Subject : RENEGOTIATION. 
Speaker: Leslie Mills, Price Waterhouse & Co. 


Monday ive. 


BANQUET 


For members, wives and guests 


The speaker will be a prominent government official. 


Tuesday a.m. 


MARCH 23 Subject: MANAGEMENT PLANNING AND CONTROL FOR FRINGE 
BENEFITS (pension and profit-sharing plans and welfare funds) 


TECH 


* 


NICAL SESSION 


and GUARANTEED ANNUAL WAGE. 


Speakers: John van Pelt III, Controller, The Kendall Co. and a 


labor official (to be announced later). 


Speaker: James Olson, Partner, Booz, Allen and Hamilton. 


LUNCHEON 


Subject: EXECUTIVE COMPENSATION. 


SHERATON PARK HOTEL—formerly WARDMAN PARK 
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TERN SPRING COWFERENCE 


CONTROLLERS INSTITUTE 


Speaker: Phil Graham, Publisher The Washington Post. 


D. 














Can Capitalism Survive? 


(Continued from page 72) 


function of left-over wealth is the employ- 
ment of labor. Labor is not only dependent 
on capital but capital is absolutely be- 
holden to labor. Only a lunatic would fail 
to put his saved-up ge to work. In his 
own self-interest, if for no other reason, 
the capitalist must lend out his dollar to 
endow it with energy. Thus capital and 
labor are mutually dependent. Their shares 
in distribution, wages and profits, follow 
the same curve, in direct opposition to 
socialist teachings that high profits mean 
low wages. 

The postponement of enjoyment in the 
certain present for possibly greater enjoy- 
ment in the uncertain future necessitates 


Control 


a reward. Somebody must save—either a 
given individual or his ancestors who pass 
on their savings as bequests. Capital has a 
psychological base and originates at the 
discretion of the individual. Saving is vol- 
untary and all relationships under capital- 
ism are voluntary. Another reason why it 
must survive. Even the so-called ‘‘giant 
corporation”’ is merely a group of men and 
women who voluntarily pool their saved- 
up capital. Incidentally, shares in our cor- 
porations are enormously diffused with 
most holdings under five shares. It is only 
under communism where the State itself 
is the capitalist that all holdings are con- 
eekeated in the same group of men and 


EM, ee 
Pag EE BENERIT 
IN BULLETIN 


Costs 


in Employee Benefit Plans 


Many companies with group hospital, sickness and 
accident, and medical expense plans find that costs 
have risen substantially in recent years. This has led 
several organizations to adopt measures to control 


these costs. 


We have just analyzed for our clients some of the more 
successful methods of cost control now in use. A few of 
these are discussed in the latest issue of our Employee 
Benefit Plan Bulletin, which is issued from time to 
time to highlight important developments in the field. 





If you would like your name added to the mailing list 
to receive the Employee Benefit Plan Bulletin, simply 





send a request to Dept. C on your company letterhead. 
No charge or obligation is involved. 


JOHNSON & HIGGINS 


EMPLOYEE BENEFIT PLAN CONSULTANTS 
Insurance Brokers—Average Adjusters 
63 WALL STREET +» NEW YORK 5 
- Detroit - 
Seattle - 
Havana - 


San Francisco 
Pittsburgh 


Chicago 
Philadelphia 
Vancouver - 


Los Angeles 
Buffalo 
Winnipeg - Montreal - Toronto - 


Cleveland 
Wilmington 
London 


savings are compulsory contributions for 
so-called social gains. 

Under private capitalism, to which I 
obviously limit my discussion, savings con- 
stitute our rainy day reserves both as indi- 
viduals and as a nation. It costs on an 
average of $7,000, invested in tools, to 
employ one worker in industry, and 
$3,000 for the services. The progressive 
accumulation of capital stocks of goods to 
be invested in tools for employment is our 
only safeguard for a continuing high scale 
of living. It is our only guarantee of rel- 
atively uninterrupted employment—the 
term ‘‘full employment’ being a misnomer 
which can be approximated only under 
slavery. 

There is no other means by which wages 
can be raised and the general welfare in- 
creased than by the increase per capita of 
seed capital. There is no other means by 
which the business cycle, itself an integral 
part of that ebb and flow which character- 
izes the physical and social universe, can 
be minimized than by the progressive ac- 
cumulation of seed capital, ready and eager 
to satisfy insatiable human want, at a profit. 
Why else? 

And when your liberal friends throw 
the book at you about the preferable soci- 
ety of production for use, not profit, re- 
mind them that usefulness is implicit in 
profit. The more use—or usefulness or 
utility—an economic good has for the cus- 
tomer, the higher the profit will be for its 
producer. 

Production for use is the prime condi- 
tion of production for profit, as all capital- 
ists know. And there are many kinds of 
capitalists: The personal capitalist who 
owns his home or his radio or his car or 
his household appliances; the industrial 
capitalist who owns his factory ; the penny 
capitalist and the dollar capitalist. A few 
are relatively rich but most capitalists are 
relatively poor and none are those fat and 
fearful men in striped pants and spats who 
are stock caricatures in the communist and 
liberal press. It is further obvious that 
some men will oppress and exploit their 
fellow men. Capitalism has taken the rap 
for the bad economic manners of some 
capitalists. But human nature, not capi- 
talism, is the culprit. Adoption of com- 
munism by violence or by voting machine 
would not reform these men but only re- 
inforce their baseness. The introduction 
of compulsion for the many is too high a 
price to pay for abuse of freedom by the 
few. 


YOUR PART IN SURVIVAL 

I hope by now I have convinced a few 
lovers of freedom that capitalism is your 
business. It rests with you whether or not 
capitalism is to survive. You will want to 
use your own ingenuity in contributing 


THE CONTROLLER * FEBRUARY, 1954 











toward its survival. But I would like to 
suggest several fields in which a concen- 
trated attack by letters, words, and wires 
may prove helpful. 

First, attack their words. Or rather, at- 
tack their misinterpretation of our words. 
The communists have caught us off guard 
by using our traditional words with oppo- 
site and hostile meanings. Our first line of 
attack must be on the semantic front. Se- 
mantics is the science of the meaning of 
words as contrasted with phonetics, the 
science of the sound of words. 

Take the word “liberal,” for instance. 
It makes the same sound as before. But in- 
stead of meaning liberty for the individual, 
it means liberty for the State to encroach 
against him. Professional liberals seek to 
narrow the liberty of the individual on 
behalf of the social whole—whatever that 
is. 

Communists call this process “expan- 
sion” of meaning. Actually it is distortion 
of meaning for a predetermined end. 
Moreover it is strictly in keeping with 
their doctrine of dialectic materialism, or 
economic determinism, about which the 
average American has not troubled to 
learn. Yet language is the basis of com- 
munication, indoctrination, and propa- 
ganda. We have not guarded our language 
well. We have harkened to those who 
plagiarized the language of our forefathers 
while seeking to destroy the very institu- 
tions they founded. We have subscribed 
to the things we abhor because the words 
used about them made the same sounds as 
the things we love and revere. 

Second, attack those teachings and those 
teachers in our educational institutions 
who have openly dared the schools to build 
a new social order. I refer specifically but 
not exclusively to those self-styled ‘‘fron- 
tier thinkers’’ of Teachers College, Colum- 
bia University. An entire generation of 
Americans has been brought up under the 
tutelage of teachers who learned their 
trade under the Latter-day Saints of the so- 
called “progressive education’’ movement. 

Third, attack subversive statements and 
subversives wherever found—even in our 
churches. This cannot possibly be con- 
strued as an attack against religion for 
these men are not religious—unless com- 
munism indeed be a sort of bastard re- 
ligion, the anti-Christ, as prophesied in 
the Bible. No field is too sacred for com- 
munist infiltration if they can get away 
with it by using the right words with the 
wrong meanings. No man is too big to be 
investigated if his utterances and his as- 
sociates lie even on the remote periphery 
of the communist circle. And there is no 
such animal as a “dupe.” 

I cannot promise you that capitalism will 
survive even if we attack in these major 
fields. I can tell you when it will not sur- 
vive and that may put you on guard for 
freedom as never before. 

Capitalism cannot survive under exces- 
sive taxes. We can tax away capitalism ex- 
actly as Lenin foretold. By the income tax 
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—a cardinal principle of the Communist 
Manifesto (page 18); by the inheritance 
tax (same Sack, same paragraph); by 
taxes for so-called social gains which re- 
ward idleness and penalize industry; and 
by taxes to redeem the economies of our 
satellites who have become as great a 
source of fear as our enemies. We seek in- 
creasingly to appease them lest they go 
over to the enemy and murder us on the 
battlefield with our own weapons. 

Capitalism cannot survive without re- 
turn to the gold standard. Paper money is 
managed money. Managed money is not 
honest money. Human welfare is depend- 
ent on honest money for control of our 
money is control of us. Gold and freedom 
have paralleled each other throughout his- 
tory. 

Capitalism cannot survive in an economy 


How to Cut 
_Clerical Costs 
Without 
Cutting 
Your Staff 









geared to forethought of perpetual war. 
Communism feeds on wars. Permanent 
revolution is the cornerstone of its doc- 
trine. 

Finally, if capitalism does survive, its 
saviors will be the people, not the govern- 
ment. Its very predicaments lie in people, 
not in principles. We cannot remain free 
without willingness to pay the price of 
freedom. That price is resumption of the 
homely virtues—the old fashioned virtues 
if you prefer—of integrity, initiative, dedi- 
cation to our country above all others. If 
patriotism becomes anew the veritable re- 
ligion that sustained Washington at Valley 
Forge, our capitalist republic may survive. 
At least detailed knowledge of our great 
and noble system will reveal what we are 
fighting for as well as what we are fight- 
ing against. 


Just as sales departments 
have had to buckle down 
and go to work, management 


must now tighten its ‘‘clerical 


belt.’ Office procedure must be 


re-appraised to improve operations and cut costs. 


Since continuing work loads make a reduction in personnel 


out of the question, there is another way that costs can be 


reduced and, at the same time, give you greater office efficiency. 


For 20 years, Statistical has worked with management 


toward this end. These specialists have the experience to 


recommend sound ways to cut your clerical costs. 


As a suggestion, why not talk it over with one of our 


method engineers? There’s no obligation so phone 


or write our nearest office today. 


/ 
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Iv’s all these reasons . . . and more . . . that makes ‘‘Printed by 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
documents for you . . . Registration Statements, Prospectuses, Annual 
Reports, Proxy Statements and many others. 

We’re available ‘Wight ¢& Day’? and offer our long “‘Experience’’ 
to give you “‘Personalized Service’’ with your printing needs . . . fast ! ! 


Pandick Press, Ine. 
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WOrth 4-2900 NY 1-3167 
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UNION DEMANDS IN 1954 


May Require Changes in 
Your Group Insurance 


Be prepared by ascertaining in advance the 
cost of increased or new benefits which may be 
demanded. 

Our twenty-seven years experience in setting 
up and analyzing plans involving all forms of 
Group Insurance, is available on a reasonable 
fee basis. 


Often savings we develop on present cover- 
ages offset the cost of broader benefits. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 








How Inflation Affects 
Firms’ Financial Accounts 


To stimulate further thought and study 
concerning the effect that monetary infla- 
tion has had and will continue to have on 
company financial accounts, the Council 
for Technological Advancement is giving 
wide distribution to a group of selected 
writings presenting various views and 
methods of measurement. 

“This material is being distributed to in- 
dividual companies and professional peo- 
ple,” states Alexander Konkle, CTA ex- 
ecutive vice chairman, “not with the 
thought of recommending one specific so- 
lution for ali situations, but rather to pro- 
vide material on alternative methods 
which may be applied by individual com- 
panies in determining the degree to which 
rising price levels have distorted financial 
accounts. 

“Situations vary from company to com- 
pany, and, as yet, no one method of analy- 
sis or solution has been found that is uni- 
formly acceptable. Our objective is to dis- 
seminate sound ideas that will be of value 
to those interested in this subject, thereby 
encouraging further study.” 

In all, four separate writings plus a bib- 
liography, taken from the MAPI Account- 
ing Manual, are being distributed. One, by 
Joel Dean, economic consultant, presents 
an economic analysis method for measur- 
ing real economic earnings and is based on 
actual case studies. Second is a study by the 
Institute of Cost and Works Accountants, 
London, presenting the accounting prob- 
lem posed by changing price levels and 
methods of presentation of appropriate 
supplementary information in memoran- 
dum statements. Third is an article by 
Paul Grady, CPA, which presents a view 
as to how accountants should handle the 
effect of price level changes in financial 
statements. Fourth is a penetrating article 
by William Chamberlain discussing the 
problem as it affects the over-all economy. 

Single copies of the writings are avail- 
able on request from the Council for Tech- 
nological Advancement, 120 South La 
Salle Street, Chicago 3, Illinois. 


How Long Should Business 
Records Be Kept? 


How long various types of business and 
professional records should be kept is con- 
cisely considered in a recently published 
booklet by Parsons Paper Company, Hol- 
yoke, Mass. The 24-page booklet contains, 
in addition to recommendations about the 
organization and maintenance of a pro- 
gram of adequate records, a series of 
tables regarding permanent records, those 
that should be kept 15 to 25 years, as well 
as which records it is desirable to main- 
tain for lesser periods of time. 

The booklet also carries suggestions on 
the kinds of paper or card stock necessary 
for various types of forms. 
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Sense of Worth Seen 
Source of Productivity 


Giving people a sense of personal worth 
seems to result in higher productivity and 
greater job satisfaction than does super- 
vision based upon close control and direct 
rewards and punishment. 

This was one of the conclusions re- 
ported by Dr. Rensis Likert, Director, In- 
stitute for Social Research, University of 
Michigan, in a summary of the results of 
studies in employe motivation conducted 
by the Institute among a variety of organi- 
zations, including public utilities, an in- 
surance company, an automotive company, 
a heavy machinery factory, an electric ap- 
pliance plant, and some government agen- 
cies. Dr. Likert presented these observa- 
tions at a recent Personnel Conference of 
the A.M.A. 

The Institute, he said, has been trying 
to find “what makes an organization tick; 
trying to discover the principles and prac- 
tices of leadership that are responsible for 
high productivity and high job satisfac- 
tion.” 

The results, he reported, show that a 
consistent pattern of motivational princi- 
ples and their applications is associated 
with high productivity and job satisfac- 
tion, regardless of the company or indus- 
try. Unfortunately, he declared, “many of 
our current managerial practices are based 
upon iess effective theories of motivation 
and fail to use fully the motivational re- 
sources inherent in human nature.” 





$164 Billion Head Start 


Federal executive agencies started off 
the 1953-54 fiscal year on July 1 with 
$164.5 billion at their command. That 
was almost $14 billion less than at the 
start of the 1952-53 fiscal year. 

Furthermore, a Joint Congressional 
Committee reported recently, less than 
half of the available total is expected to 
be spent before the present fiscal year 
ends next June 30. The latest official esti- 
mate is that spending will be about $72.1 
billion compared with about $75 billion | 
in the previous 12-month period. 

The figures are set out in a report com- 
piled by the Senate-House Committee on 
Reduction of Nonessential Federal Ex- 
penditures, the chairman of which is 
Senator Harry F. Byrd of Virginia. 

The Committee said $62.7 billion repre- 
sented new appropriations made by Con- 
gress at its last session for the 1953-54 
fiscal year and $101.8 billion consisted | 
of unexpended balances of old appropri- | 
ations carried over from previous years. | 

The over-all total includes $18.9 bil- | 
lion in revolving and management funds | 
for a variety of federal loan programs and | 
other government activities. 

The Defense Department had the larg- | 
est amount available—$97.5 billion—at 
the start of the fiscal year. 
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‘| Baltimore Business Form 
does the work of 2 


Business Forms are designed to fill 
specific business requirements. 


Until recently a large wholesale distribu- 
tor used separate orderand invoice forms, 
had a lag of from five to ten days between 
delivery and billing. Baltimore Business 
Form experts considered the problem, 
designed and recommended a single form. 
Result: Same-day billing, one form, less 
cash tie-up, less costly office routine. 


WHAT’S YOUR PROBLEM? Leading 
department and retail stores, whole- 
salers, delivery services, manufacturers, 
banks... all have found that Baltimore 
Business Forms save time, trouble and 
money. Why do these forms effect such 
important savings? Because Baltimore 


Since 1916, our design and manufacturing 
experts have solved countless problems 
in serving over 60,000 of the nation’s 
leading business houses. Their wealth 
of experience ideally qualifies them to 
help you. Remember, often a single sug- 
gestion may save hundreds . . . even 
thousands. . . of dollars for your com- 
pany. So re-evaluate your present 
system in the light of today’s constantly 
changing conditions. Let one of our 
Business Form specialists help you in 
solving your business forms problems. 


BALTIMORE BUSINESS FORMS 


Saving time and reducing costs in business and industry 


The Baltimore Salesbook Company 





The Baltimore Salesbook Company 


3140 Frederick Avenue—Baltimore 29, Maryland 
We are interested in seeing samples of Baltimore Business Forms. 


Company 


Type OF Business oc ccc ccccscccccccvccens 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN... 

Harry F. Harrington (#482-1935), vice presi- 
dent, The Boatman’s National Bank of St. 
Louis, has been elected president of the organ- 
ization. Mr. Harrington, an employe since 1915, 
former auditor, and vice president since 1937, is 
the eighth man to hold that title in the 106 
years of the bank’s existence. He will be the 
chief executive officer. Mr. Harrington served 
as president of the St. Louis Control of Con- 
trollers Institute, 1976-1937, as a national di- 
rector, 1946-1949, and as a national vice presi- 
dent, 1947-1949. 


J. L. McKee (#2281-1942) has been elected 
president of Allied Laboratories, Inc., Kansas 
City. He previously held the position of execu- 
tive vice president of his organization which 
he joined in 1934 following service on the 
staff of Arthur Andersen & Co., public ac- 
countants. He has served with Allied Labora- 
tories as assistant secretary and assistant treas- 
urer, controller and treasurer, and was elected 
a director in 1945. Mr. McKee succeeds Dr. 
E. A. Cahill who has been head of the company 
since its organization and who has been elected 
chairman of the Board. James T. Cahill (#5819- 
1952), assistant secretary, was elected assistant 
treasurer. Mr. McKee is a past president of the 
Kansas City Control of Controllers Institute. 

. W. W. McCallum (#2280-1942), formerly 
vice president of finance for Oscar Mayer & Co., 
Inc., Chicago, Ill., was recently elected presi- 
dent and chief executive officer of John Mor- 
rell & Co., Chicago, to succeed J. M. Foster, 
who resigned because of ill health to become 
vice president of the Board, a new post. Mr. 
McCallum is also president and a director of 
the Oscar Mayer subsidiary—Kartridg Pack 
Machine Company. . . . 


NEW CONNECTIONS... 

William J. Monckton (#5703-1952), controller 
of the United States Life Insurance Company, 
New York, assumed his new post as controller 
of Compania de Seguros Bolivar of Bogota, 
Colombia, $.A., on January 1, 1954. Currently 
he is on a joint committee of Life Insurance 
Association of America and American Life Con- 
vention which is working with the New York 
Superintendent of Insurance in preparation of 
regulations to be promulgated pursuant to Sec- 
tion 226 on allocation and reporting of income 


MR. McKEE 


and expenses of life insurance. He also is on the 
Budget Control Committee of the New York 
City Control of Controllers Institute of 
America. . . . Robert Diefendorf (#5134-1951), 
formerly budget director of the Baldwin Piano 
Company of Cincinnati, Ohio, is now controller 
and assistant treasurer of Aluminum Industries, 
Inc., of the same city. Mr. Diefendorf prior to 
1953 was associated for several years with Mc- 
Kinsey & Company, New York, and for 10 
years was with United States Steel Corporation, 
during which time he held the position of as- 
sistant controller with several of the corpora- 





$25,000. 











C04 TOS. A E.R 


We are seeking a man to be the top financial executive of our company, 
a manufacturer of industrial and consumer metal products with sales in 
excess of $50,000,000. This is a fine opportunity to join a hard-hitting 
organization with an excellent record of steady, profitable growth. 


This man should now be a controller with experience in both the finan- 
cial and accounting problems of a manufacturing company. He should 
be under 45 years of age and able to justify compensation in excess of 


Kindly send us an outline of your personal background and business 
experience. Replies will be held in strict confidence. 


BOX D 2097 » THE CONTROLLER « One East Forty-second St. + N. Y. 17, N. Y. 
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tion’s larger subsidiary companies. . . . John 
F. McKee (#3887-1947), formerly associated 
with the Crosley Division of Avco Manufactur- 
ing Company, Cincinnati, Ohio, is now control- 
ler of Continental Electric Equipment Company 
of the same city. 


Theodore E. Lash (#6024-1953), formerly 
with Cameron Machine Company, Brooklyn, 
N. Y., as controller, is now controller of Ever 
Ready Label Corporation, Belleville, N. J... . 
Glenn Moore (#1861-1941) resigned from the 
Automatic Canteen Company of America, Chi- 
cago, Ill., where he held the post of treas- 
urer, to become treasurer and director of the 
Federal Tool Corporation, Lincolnwood, III. 


COMPANY MOVES... 

Roy L. Johnson (#5645-1952), treasurer, Gen- 
eral Electric Supply Co., Bridgeport, Conn., is 
now manager-finance, General Electric Com- 
pany, Lamp Division, Nela Park, Cleveland, 
Ohio. . . . G. A. Henry (#5978-1953), division 
controller, Dresser Equipment Co., Beaumont, 
Texas, is now controller, Root-Connersville 
Blower Division, Dresser Industries, Inc., Con- 
nersville, Indiana. . . . Glenn E. Robe (#3722- 
1946) assistant controller, Bendix Division, 
Avco Manufacturing Company, South Bend, 
Indiana, now assistant controller, Appliance and 
Electronics Division, Avco Manufacturing Cor- 
poration, Cincinnati, Ohio. 
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Robert A. Seidel (#1719-1940), vice presi- 
dent, Radio Corporation of America, Camden, 
N. J., now vice president of the sales and serv- 
ice subsidiaries division of RCA, New York. 
. . . Thomas S. Lever (#463-1935), vice presi- 
dent of the Philadelphia Gas Works Company, 
Philadelphia, Pa., is now vice president of the 
United Gas Improvement Company and general 
manager of the Philadelphia Gas Works Divi- 
sion, succeeding Hudson W. Reed, who resigned 
December 31, 1953. 


PROMOTIONS... 

Marshall A. Case (#2781-1943), who has 
been with the Bank of California, Portland, 
Oregon, for 43 years, was recently elected a 
vice president. He joined the bank in 1910 as 
a bank messenger and worked up through the 
transit, savings, foreign exchange, new accounts 
and credit departments and was appointed as- 
sistant manager in 1936. ... Thomas A. Mc- 
Grath, formerly comptroller of Beneficial Loan 
Corporation’s management subsidiary, has been 
elected vice president and comptroller of Bene- 
ficial. . . . William E. McKenna moved from 
acting controller to controller of the Monroe 
Calculating Machine Company, Orange, N. J. 

. . C. F. Norsworthy elected vice president of 
Crowell-Collier Publishing Company, New 
York, and Eugene J. McCaffrey named to succeed 
Mr. Norsworthy as treasurer. 


B. W. Maxey (#4165-1948), controller, the 
Glidden Company, Cleveland, Ohio, was re- 
cently made vice president in charge of finance 
and George S. Warner is now controller. . . 
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C. C. Lay (#3287-1945), controller, The Whe- 
land Company, Chattanooga, Tenn., is now 
treasurer. . . . Raymond F. Bonenfant has been 
appointed controller of Rice Barton Corpora- 
tion, Worcester, Mass. He was previously audi- 
tor... . LL. E. Uhrich (#1992-1941), was rfe- 
cently elected assistant secretary and assistant 
treasurer of Oliver Iron and Steel Corporation, 
Pittsburgh, Pa., succeeding William F. Roll, re- 
tired. . . . James H. Mayberry has been elected 
controller, succeeding Mr. Uhrich. 


Theodore M. Kobza (#5534-1952), controller 
and assistant treasurer, Automatic Canteen 
Company of America, Chicago, Ill., is now 
treasurer... . John J. Sinder (#5793-1952) 
has been elected secretary of the Electro Motive 
Manufacturing Co., Inc., Willimantic, Conn., 
succeeding S. N. Rosenstein. Mr. Sinder has been 
controller since 1950. . . . A. S. Corson (#427- 
1934), comptroller since 1949 of the Philadel- 
phia Electric Company, Philadelphia, has suc- 
ceeded Edward Porter, who was named senior 
vice president, as vice president in charge of 
finance and accounting. Mr. Corson, who has 
been associated with the public utility field 
throughout his business career, was vice presi- 
dent of the United Gas Improvement Company 
prior to his transfer to Philadelphia Electric. 
He was recently elected to the Board of Direc- 
tors of Provident Trust Company of Philadel- 
phia. 


James F. Flynn (#6084-1953), assistant con- 
troller, Commercial Credit Company, Baltimore, 


Md., was recently elected controller of the 
company. He has been with the company since 
1940 after previous experience in the Federal 
Reserve Bank, Burroughs Adding Machine 
Company and General Motors Corporation in 
Baltimore. . . . Herman F. Koch, comptroller, 
Seamen’s Bank for Savings, New York, has 
been named vice president and Alois Kaufman 
(#1937-1941), auditor, was made comptroller. 


T. C. Davis (#336-1934), treasurer, E. I. du 
Pont de Nemours & Company, Wilmington, 
Delaware, was recently elected as a director, 
vice president and member of the Executive 
Committee of the company. ... James H. 
Richardson has been elected treasurer of the 
Paramount Pictures Corporation, New York, 
succeeding the late Fred Mohrhardt (#1097- 
1937). . . . Lloyd C. Ahlgren, controller, Per- 
kin-Elmer Corporation, has been elected treas- 
urer. 


H. C. Reese (#2849-1943), controller, H. A. 
Wilson Company, Union, N. J., recently ap- 
pointed secretary-treasurer as well as director. 
. . . Succeeding Frank Kolkos, who was recently 
named controller of General Foods Corpora- 
tion’s Birds Eye Division, is Douglas H. Miller 
whose title will be general auditor. 


T. D. Lyons (#5057-1951), assistant comptrol- 
ler, Allis-Chalmers Mfg. Co., Milwaukee, 
named comptroller succeeding J. A. Keogh, who 
retired as vice president and comptroller on 
December 31, 1953. ...4. F. Chambers 
(#4150-1948), vice president and treasurer, 
Northern States Power Co., Minneapolis, re- 
cently named company’s principal finance 
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CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your April issue, we should be notified of your new ad- 
dress before March 1. Be sure to include your postal zone 
as well as your old and new address. 





officer. . . . Russel A. Schell (#5919-1953) 
manager of Sales Accounting for the Merchan- 
dising Division of the National Supply Com- 
pany, Pittsburgh, Pa., has been appointed di- 
rector, Accounting Research. 


P. L. Yates, assistant controller since 1951 of 
Crane Company, Chicago, has been elected con- 
troller, succeeding F. H. Kaiser (#1249-1938), 
retired and C. C. Marks, auditor, was made as- 
sistant controller. . . . John L. Marsh (#5779- 
1952), controller, Fansteel Metallurgical Cor- 
poration, Chicago, IIl., is now vice president 
and controller. 
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ADDITIONAL DUTIES FOR... 
Oscar Zeitz (#3288-1945), assistant treasurer, 


Hoffmann-La Roche, Inc., Nutley, N. J., now 
controller and assistant treasurer. . . . George 
J. Gilmore (#4788-1949), controller, R. E. 
Funsten Company, St. Louis, Mo., now treas- 


urer-controller. . . . William B. McCloskey 
(#3237-1944), vice president of the Davison 
Chemical Corporation, Baltimore, Md., has 
been given the responsibility for direction of the 
operational groups of the company—engineer- 
ing, production, traffic, purchasing and indus- 
trial relations—assuming the executive respon- 
sibilities of M. G. Geiger, vice chairman of the 
Board prior to his assumption of the office of 
president and chief executive officer. Mr. Mc- 
Closkey, formerly controller of the company, 
was elected vice president in 1953. Frederick W. 
Manke (#4378-1948), comptroller since 1948 
of The First National Bank of St. Paul, Minne- 
sota, named vice president and comptroller. 
He is vice president of the Twin Cities Con- 
trol of Controllers Institute and treasurer of 
the Twin Cities Chapter of Tax Executives In- 
stitute. 


HONORS TO... 

Donald H. Dalbeck (#3445-1945), treasurer, 
Reed-Prentice Corporation, Worcester, Mass., 
who has been re-elected general chairman of 
the Community Chest of Worcester, Mass. Mr. 
Dalbeck is a national director of Controllers 
Institute of America. 
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NEW APPOINTMENTS .. . 

John E. Hampel as comptroller of the Mosler 
Safe Company, Hamilton, Ohio. He has been 
chief accountant. . . . Charles H. Smith (#5019- 
1951) now general manager, Cadillac Motor 
Car Division, General Motors Corporation, 
Detroit Branch. . . . William J. Wallace as vice 
president of the Mellon National Bank & Trust 
Co., Pittsburgh. . . . Peter A. McCabe now 
treasurer and controller of the Savoy-Plaza, 
New York. . . . Louis 1. Gilgor as controller, 
Jordan Refrigerator Co., Philadelphia. 


William B. Devlin (#4341-1948), formerly as 
sistant treasurer and assistant secretary, Calumet 
& Hecla, Inc., and controller of its Calumet Di 
vision at Calumet, Michigan, recently appointed 
as controller, Cerro de Pasco Corporation, New 
York, to succeed Frederick W. Holshuher who re 
signed. ... Dr. Robert W. French (#4933- 
1950) amnounced as vice president, Tulane 
University, New Orleans. 






BASKIE, 62, vice president in 
charge of finances and treasurer of American 
Optical Company, Southbridge, Massachusetts, 


GEORGE E. 


died on January 12, 1954. 

Mr. Baskie, who was a public accountant with 
Scovell Wellington & Company in Boston and 
New York before joining American Optical in 
1923, was a member of Controllers Institute, 
holding certificate #1031-1937. He served as 
president of the Boston Control during the 
1941-1942 year. 


M. L. JARBOE, retired member of Controllers 
Institute (#274-1933) and formerly a director 
and chairman of 
—— ae the Board of Hood 
<== ‘* Chemical Com- 
pany, Inc., Pitts- 
burgh, Pa., prior to 
his retirement in 
1949, died on Jan- 
uary 3, 1954 at 
the age of 62. Be- 
fore joining Hood 
Mr. Jarboe was 
affiliated with 
Diamond Alkali 
Company of the 
Same city from 
1925-1946. He 
served as presi- 
dent of the Pittsburgh Control of Controllers 
Institute, 1945-1946. 
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PLANNING WEST COAST CONTROLLERS CONFERENCE IN VICTORIA, B. C., JUNE 3-5 


The members of the Executive Com- 
mittee planning the 1954 West Coast 
Conference of Controllers Institute, sched- 
uled to be held at the Empress Hotel in 
Victoria, B.C., June 3-5, were photo- 
graphed recently prior to a review session 
on conference plans. The Conference will 
be sponsored by the Seattle and Vancouver 
Controls of the Institute. Reading from 
left to right are: 

F. E. Smetheram, assistant treasurer, 
Metropolitan Building Co., — Seattle, 
Wash., chairman of the Registration Com- 


mittee; Alfred A. Erickson, controller, 
Marine Bancorporation, Seattle, chairman 
of the Finance Committee; Allen S. Por- 
ter, controller, secretary-treasurer, Sunset 
Electric Co., Seattle, chairman of the In- 
ter-Control Committee; W. J. Penning- 
ton, comptroller, Seattle Times Co., 
Seattle, chairman of the Publicity Com- 
mittee; J. E. Anderson, assistant treasurer, 
Puget Sound Power & Light Co., Seattle, 
general chairman of the Conference; R. B. 
Bush, vice president and treasurer, Ameri- 
can Mail Line, Ltd., Seattle, chairman of 


» OPPORTUNITIES «* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each insertion. 50¢ each additional line. Payable 
in advance. Allow approximately 40 words to the 1 column-wide inch including 2 words for 
box number. Closing date 10th of preceding month. Address box number replies to THE CON- 
TROLLER One East Forty-Second Street New York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT TO MANAGEMENT 


Trouble-shooter, broad experience, diversi- 
fied business and public accounting; organ- 
izer, reorganization specialist, financial man- 
ager; thoroughly experienced multi-plant 
budgets, cost-expense controls, eliminate 
waste, paperwork simplifications, forms con- 
trol, achieve maximum profits and efficiency; 
taxes, systems, surveys, audits; solve admin- 
istrative, operating, financial problems; CPA, 
extensively travelled, available immediately, 
salary open, top references. Box 2089. 


ELECTRONIC DATA PROCESSING 


Computer programmer, thoroughly experi- 
enced in the mechanization of accounting sys- 
tems, evaluating equipment for management 
and preparation of equipment-performance 
tests, desires responsible position with present 
or potential user of large-scale electronic 
data-processing equipment. Box 2090. 


CONTROLLER’S STAFF 
CPA, MBA, 30, family, resident Nassau 
County, presently employed controller multi- 
unit organization, desires position with op- 
portunity and challenge on controller's staff. 
Box 2091. 

BUDGET ENGINEER 

An investment made in the science of budget- 
ing pays dividends. Cut costs by establishing 
proper budgetary administration. Excellent 
organizer and outstanding expeditor. In addi- 
tion, a good liaison man between front office 
and departments. University graduate. Will 
relocate. Box 2092. 


CONTROLLER-TREASURER 


CPA and controller of metal products multi- 
plant company. Age 48. Salary $12,000. 
Twenty years’ industrial experience. Box 2093. 


EXECUTIVE 
ACCOUNTING AND FINANCIAL 
Presently controller of multi-plant corpora- 
tion. CPA. Prefer West Coast or Rocky Moun- 

tain area. Box 2094, 


EXECUTIVE ACCOUNTANT .- 
College and business school graduate with 
proven ability. Sixteen years’ diversified ex- 
perience in supervision, administration, ac- 
counting, forecasts, government contracts, 
taxes, systems, procedures, insurance, office 
management. Seeks challenging opportunity 
as comptroller. Married, age 39. Box 2095. 


CONTROLLER-TREASURER 
OR ASSISTANT 

CPA (Michigan and Virginia), BS Business 
Administration, native Texan, age 33, mar- 
ried with one child. Five years’ experience 
with national CPA firm in Detroit. Four 
years’ experience as internal auditor with na- 
tionwide oilfield equipment supply corpora- 
tion. Last two years as junior partner and 
supervising senior accountant with medium- 
sized Virginia CPA firm. Diversified account- 
ing, auditing, tax, and systems experience 
with medium-sized manufacturing corpora- 
tions. Desires to join progressive corporation 
and will relocate anywhere. Present earnings 
$8,000.00. Box 2096. 


SYSTEMS RESEARCH EXECUTIVE 
Ten years’ experience management research. 
Familiar cost control, accounting, audit, 
budget, inventories, etc. Capable as control- 
ler, assistant to top executive. Married, 44, 
will relocate for opportunity. Box 2099. 





NOTE: Tue CoNnTROLLER reserves the right to ac- 
cept, re‘ect or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





the Arrangements Committee; and Ron- 
ald A. MacDonald, vice president, Na- 
tional Bank of Commerce, Seattle, presi- 
dent of Seattle Control. 

Chairmen of other Conference commit- 
tees include: Clayton E. Rogers, treasurer 
and comptroller, Puget Sound Pulp and 
Timber Co., Bellingham, Wash., Hozs- 
ing; J. O. Yeasting, vice president-con- 
troller, Boeing Airplane Co., Seattle, 
Ladies Hospitality; N. A. Wahlstrom, 
comptroller, University of Washington, 
Seattle, Program; Russell E. Earley, comp- 
troller and assistant treasurer, St. Paul & 
Tacoma Lumber Co., Tacoma, Wash., 
vice chairman of the Conference and Re- 
ception; and George P. Tostevin, control- 
ler, Soundview Division, Scott Paper 
Company, Everett, Wash., Speakers Hos- 
pitality. 

Serving as vice chairman of the Confer- 
ence with Mr. Earley is Alexander Camp- 
bell, comptroller-treasurer, Western Can- 
ada Breweries Limited, Vancouver, B. C., 
a past president of the Vancouver Control. 

Featured events of the Western Re- 
gional Conference include a round table 
on “Human Relations” and another one 
on “Controller Education.” An unusual 
item will be an address by the comptroller 
for the Ericson Company (the General 
Electric Company) of Sweden. 





W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 





Insurance 


Consultants 





The largest analytical or- 
ganization of its kind which 
does not sell insurance 
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Remington Rand Methods News 








How to get big savings with 


modernized Kardex equipment 


You pay a hidden “fatigue tax” every 
time your clerks wrestle with old fash- 
ioned office equipment or hunt through 
record-keeping forms that are out- 
dated or improperly designed. Less 
productive work is accomplished, addi- 
tional office help is often required, and 
overhead costs soar when you waste 
money on sheer physical labor! 

Spectacular improvements in visible 
systems and equipment can bring you 
savings of up to 25% in clerical costs 
alone— enough to quickly pay for the 
original investment. 

If your offices are using visible 
record-keeping systems that are over 
five years old, it will pay you to look 
over our new folder, “Modernize To 
Economize”’. This will give you the full 
range of recent developments from 
electrically powered Robot-Kardex 
(finest and fastest of all visible record 
equipment) to accurate, labor-saving 


Kardlok signals and forms. 
KD730 on coupon below. 





Circle 








Line-A-Time Increases 
Typing Production... 
Decreases Typing Errors 


It has now been scientifically proven 
that users of Line-A-Time gain as 
much as 20% in typing production, 
with a marked increase in accuracy. 

In order to determine the advantages 
of reading from copy placed in front of 
the typist, Business Educators from a 
large Mid-Western University con- 
ducted experiments with typing stu- 
dents at three schools, over a period of 
two semesters. The results of this com- 
prehensive analysis are of vital interest 
to every cost conscious office executive. 
The unnecessary cost of old-fashioned 
side reading is demonstrated by com- 
parison charts and graphs. You will 
see how Line-A-Time gives greater 
typing output with less effort — more 
accurate and neater work which can be 
measured in tangible dollar savings at 
every typing station in the office. Circle 
folder RSL274. 





File Microfilm Records Where 
You Can Find Them... Fast... 
With Remington Rand Filmsort 


Here’s great news for everyone 
bothered by mushrooming files or 
worried over the space problems 
of record storage. Filmsort 
makes it possible to find your 
microfilmed records when needed, 
faster than you could find the 
originals. Now you can keep even 
the most active files on microfilm 
without loss of reference speed 
and convenience. 

This can be done with either 
Filmsort aperture cards or Film- 
sort jackets. The ingenious aper- 
ture card seals individual micro- 
film records right into the cards 
of your record finding system 
whether you use vertically or 
visible indexed files, or punched 
cards. Then, when you want to 
refer to a record, you get the 
finding card and the record with- 
out further search. 

The Filmsort jacket is designed 
to hold microfilm strips of allied 
records, so that a single 5” x 3” 
jacket can replace a file folder of 
over 100 originals. You can file 
as many as 40 jackets to the inch, 
to achieve spectacular savings in 
costly floor space. Many sizes and 
types are available. 

Circle F375 for more informa- 
tion about Filmsort cards, jack- 
ets, readers, and systems. 














New Proof That It Pays To Pro- 
tect Your Vital Records From Fire 





Business after business, rising from 
the ashes of office fires, either find that 
they are able to resume operations 
easily because their records were ade 
quately protected or find themselves 
facing bankruptcy because their rec 
ords were incinerated in uninsulated 
steel files or obsolete vaults and safes. 

Our files are bulging with reports 
and testimonials from companies which 
have come through major fires success- 
fully with Remington Rand Safe- 
Cabinet equipment. For example, we 
have three reports just off the press to 
illustrate the value of certified point- 
of-use record protection. 

The first tells of a Remington Rand 
Safe-Cabinet which survived the heat 
and flames of a five-hour fire, falling 
from the second floor to the basement, 
and remaining submerged in water for 
half a day, yet still protecting the 
records inside from damage. The sec- 
ond tells of another Safe-Cabinet 
which brought $90,000 worth of ac- 
counts receivables through an eight- 
hour fire; the third, of a Remington 
tand Safe-Ledger Tray which safe 
guarded vital records in a 2 million 
dollar fire, even though subjected to a 
20 foot fall in a collapsing building. 

Read these three accounts to see the 
performance vou can expect from 
Remington Rand insulated equipment 
should fire ever strike your office. Circle 
S8C754-760-761. 


I i 
Room 1747, 315 Fourth Ave., New York 10 | 
| Yes, I would like to receive the literature | 
| circled below: i 
| KD730 F375 RSL274 | 
l SC754-760-761 | 
l l 
| Name___ (a | 
Company _ 
| a | 
| City Zone. State | 
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Oalionals return us 100% a year on our investment” 


—THE WHITE MOTOR COMPANY, Cleveland, Ohio 





“White Trucks have gained a worldwide reputation as pre- Inall sizes and types of business, Nationals 
os tools of transportati pay for themselves out of the money they 
cision tools Of transporta em. es ¢ JOBS HANDLED: save. They do up to 24 of the work auto- 
“We apply the same precision yardstick in our accounting g matically, and what machines do auto- 
department, arid look at our Nationals as precision tools of Wage Accrual matically, operators cannot do wrong. 
A és é Operators are happier, too, because they 
accounting production that have returned us their purchase Payroll accomplish their work more easily. Your 
price every year in savings. Labor Disttibuiion — heen anapenscyes na 
. . ge show what you can save wit ationals. 

“Their efficiency and flexibility are remarkable. The ease Tax Reports ‘ 
of training operators is important to us, too. And excellent 


service, year after year, Accounts Receivable 


keeps us thoroughly sold Actual Job Cost Posting ‘ 
on all the time- and cost- enti tieties 

° 1 
saving advantages of our Vice-Pres., Finance ACCOUNTING MACHINES 
Nationals.” The White Motor Company ADDING MACHINES + CASH REGISTERS 


* TRADE MARK REG. U.S. PAT. OFF. 
Accounts Payable 











THE NATIONAL CASH REGISTER COMPANY, payrons, onto 





